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months the period for which chapter 12
of title 11 of the United States Code is
reenacted.
S. 1926
At the request of Ms. STABENOW, the
names of the Senator from California
(Mrs. BOXER), the Senator from South
Carolina (Mr. HOLLINGS) and the Sen-
ator from New Jersey (Mr. LAUTEN-
BERG) were added as cosponsors of S.
1926, a bill to amend title XVIII of the
Social Security Act to restore the
medicare program and for other pur-
poses.
S. 1937
At the request of Mr. BAUCUS, the
names of the Senator from New Mexico
(Mr. BINGAMAN), the Senator from Con-
necticut (Mr. LIEBERMAN), the Senator
from Vermont (Mr. JEFFORDS) and the
Senator from Iowa (Mr. HARKIN) were
added as cosponsors of S. 1937, a bill to
amend the Internal Revenue Code of
1986 to curtail the use of tax shelters,
and for other purposes.
S. 1945
At the request of Mr. McCCAIN, the
name of the Senator from Florida (Mr.
GRAHAM) was added as a cosponsor of S.
1945, a bill to amend the Public Health
Service Act and the Employee Retire-
ment Income Security Act of 1974 to
protect consumers in managed care
plans and other health coverage.
S. 1946
At the request of Mr. CORZINE, the
name of the Senator from Illinois (Mr.
DURBIN) was added as a cosponsor of S.
1946, a bill to establish an independent
national commission to examine and
evaluate the collection, analysis, re-
porting, use, and dissemination of in-
telligence related to Iraq and Oper-
ation Iraqi Freedom.
S. 1950
At the request of Mr. DURBIN, the
names of the Senator from Michigan
(Mr. LEVIN) and the Senator from Min-
nesota (Mr. DAYTON) were added as co-
sponsors of S. 1950, a bill to amend title
XVIII of the Social Security Act to de-
liver a meaningful benefit and lower
prescription drug prices under the
medicare program.
S.J. RES. 19
At the request of Mr. SPECTER, the
name of the Senator from New York
(Mr. SCHUMER) was added as a cospon-
sor of S.J. Res. 19, a joint resolution
recognizing Commodore John Barry as
the first flag officer of the United
States Navy.
S. CON. RES. 82
At the request of Mr. BIDEN, the
names of the Senator from Washington
(Ms. CANTWELL), the Senator from
Maryland (Mr. SARBANES), the Senator
from Mississippi (Mr. LOTT), the Sen-
ator from New Mexico (Mr. BINGAMAN),
the Senator from Connecticut (Mr. LIE-
BERMAN), the Senator from West Vir-
ginia (Mr. ROCKEFELLER), the Senator
from Nebraska (Mr. HAGEL), the Sen-
ator from Wisconsin (Mr. FEINGOLD),
the Senator from Indiana (Mr. BAYH),
the Senator from Indiana (Mr. LUGAR),
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the Senator from Illinois (Mr. FITZ-
GERALD), the Senator from Illinois (Mr.
DURBIN), the Senator from California
(Mrs. FEINSTEIN), the Senator from
Massachusetts (Mr. KERRY) and the
Senator from New Jersey (Mr. LAUTEN-
BERG) were added as cosponsors of S.
Con. Res. 82, a concurrent resolution
recognizing the importance of Ralph
Bunche as one of the great leaders of
the United States, the first African-
American Nobel Peace Prize winner, an
accomplished scholar, a distinguished
diplomat, and a tireless campaigner of
civil rights for people throughout the
world.
S. RES. 202

At the request of Mr. CAMPBELL, the
name of the Senator from Louisiana
(Ms. LANDRIEU) was added as a cospon-
sor of S. Res. 202, a resolution express-
ing the sense of the Senate regarding
the genocidal Ukraine Famine of 1932-
33.

S. RES. 213

At the request of Mr. LAUTENBERG,
his name was added as a cosponsor of
S. Res. 273, a resolution condemning
the terrorist attacks in Istanbul, Tur-
key, on November 15 and 20, 2003, ex-
pressing condolences to the families of
the individuals murdered in the at-
tacks, expressing sympathies to the in-
dividuals injured in the attacks, and
expressing solidarity with the Republic
of Turkey and the United Kingdom in
the fight against terrorism.

———————

STATEMENTS ON INTRODUCED
BILLS AND JOINT RESOLUTIONS

By Mr. GRASSLEY:

S. 1952. A bill to direct the United
States Trade Representative to enforce
Special Agent rights, under certain
trade agreements with respect to Mex-
ico, pursuant to title III of the Trade
Act of 1974; to the Committee on Fi-
nance.

Mr. GRASSLEY. Mr. President, I rise
today to introduce the Mexican Agri-
cultural Trade Compliance Act. This
bill directs the U.S. Trade Representa-
tive to retaliate against Mexico over
that country’s de facto prohibition on
the importation of U.S.-produced high
fructose corn syrup.

I introduce this bill reluctantly. For
months I have made it clear, through
letters, floor statements, a hearing,
and a trade roundtable, that if the
Mexican Congress did not lift its illegal
20 percent tax on soft drinks con-
taining high fructose corn syrup, I
would be forced to consider introducing
retaliatory legislation, such as this
“‘tequila tariff’’ which also covers other
agricultural products.

We're at the end of our legislative
session and there has been no action by
the Mexican Congress. So, I'm faced
with no alternative but to introduce
this bill.

Let me explain how we got to where
we are today. Mexico was formerly the
largest export market for U.S.-pro-
duced high fructose corn syrup. But
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since 1997, Mexico has engaged in a
concerted effort to restrict U.S. im-
ports of this product. Throughout this
time, Mexico has consistently violated
its NAFTA and WTO commitments.

Let me give you a short history of
Mexico’s unjustified actions. In Feb-
ruary 1997, Mexico initiated an anti-
dumping investigation of U.S. high
fructose corn syrup, followed by the
imposition of an antidumping order the
following year. The United States chal-
lenged Mexico’s antidumping order
under the NAFTA. On two different oc-
casions, NAFTA panels determined
that Mexico’s actions violated its
NAFTA obligations.

The United States also challenged
Mexico’s antidumping order at the
Wortd Trade Organization. On two sep-
arate occasions, the Dispute Settle-
ment Body of the WTO held that Mexi-
co’s actions violated its international
trade commitments.

But Mexico continued to ignore its
NAFTA and WTO obligations. In fact,
Mexico went one step further and in ef-
fect threw gasoline onto the fire. On
January 1, 2002, in a transparent at-
tempt to evade the NAFTA and WTO
determinations against it, Mexico im-
posed a 20 percent tax on soft drinks
containing high fructose corn syrup.
The intent and effect of this tax was to
continue Mexico’s antidumping order
on U.S. produced high fructose corn
syrup by other means.

In April 2002, with its tax now in
place, and in a continuous event with
the imposition of this tax, Mexico lift-
ed its antidumping order on high fruc-
tose corn syrup. These actions enabled
Mexico to make the disingenuous
claim that it had come into compliance
with the findings adopted by the
NAFTA and the WTO regarding its
antidumping order.

The effects of the import restrictions
of Mexico’s antidumping order con-
tinue, with even more egregious re-
sults. Because of Mexico’s tax, U.S. ex-
ports of high fructose corn syrup to
Mexico are now at almost zero levels.

This is an extraordinary situation.
Mexico lost under the NAFTA, and it
lost at the WTO commitments, Mexico
responded by imposing a de facto ban
on imports of U.S. high fructose corn
syrup. Mexico is not only violating its
international trade commitments, but
also causing significant harm for
Iowa’s corn farmers. Iowa’s producers
of high fructose corn syrup are suf-
fering as well. I know of no other U.S.
agricultural product that has been shut
out of its largest export market for so
long.

The United States has worked dili-
gently, and patiently with Mexico on
this issue. U.S. Trade Representative
Robert Zoellick and Ambassador Allen
Johnson, our Chief Agricultural Nego-
tiator, have put in countless hours try-
ing to convince Mexico to come into
compliance with its trade obligations
regarding high fructose corn syrup. But
still, the tax remains in place. My col-
leagues on both sides of the aisle, and
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in both the Senate and the House, have
repeatedly contacted Mexican officials
reminding them of Mexico’s trade com-
mitments with regard to this issue.
But still, the tax remains in place.

I too have worked hard, since the be-
ginning, to try to convince Mexico to
lift its de facto ban on the sale of U.S.-
produced high fructose corn syrup. As I
have mentioned, I've written letters to
Mexican officials, delivered floor
speeches, conducted a Finance Com-
mittee hearing, and held an agricul-
tural roundtable, all in an effort to
convince Mexico to lift its de facto ban
on imports of U.S. high fructose corn
syrup. During a hearing of the Finance
Committee on September 23, I stated
clearly that if the Mexican tax on soft
drinks containing high fructose corn
syrup was not lifted—and soon—I
would be forced to consider introducing
retaliatory legislation. But still, the
tax remains in place.

So now, at the end of our legislative
session, I see no alternative but to in-
troduce the Mexican Agricultural
Trade Compliance Act.

The Mexican Agricultural Trade
Compliance Act establishes that the
Government of Mexico has engaged in a
pattern of activity that has continu-
ously denied the rights of U.S. export-
ers of high fructose corn syrup under
existing trade agreements. Further,
the denial of these rights is unjustifi-
able and burdens or restricts U.S. com-
merce. Therefore, Mexico’s actions
meet the statutory criteria under sec-
tion 301 of the Trade Act of 1974 for re-
taliatory action.

The Mexican Agricultural Trade
Compliance Act requires the U.S.
Trade Representative to retaliate, pur-
suant to section 301, against imports
from Mexico within 60 days of enact-
ment of the Act. However, the U.S.
Trade Representative shall not take
such action if he certifies, within 30
days after enactment of the Act, that
Mexico has eliminated its tax on soft
drinks containing high fructose corn
syrup and is according the U.S. high
fructose corn syrup industry the bene-
fits of all applicable trade agreements.

I fully hope that prior to the return
of the U.S. Senate in January, the
Mexican Congress will act rationally
and bring Mexico into compliance with
its international trade obligations re-
garding high fructose corn syrup. If it
does not, I'll work hard to advance the
Mexican Agricultural Trade Compli-
ance Act through the Senate. Given
the large number of unjustified bar-
riers imposed by Mexico over the past
months against imports of U.S. agri-
cultural products, Mexico has not been
earning goodwill with Members of the
Senate. I expect that my legislation
will receive broad support.

I also intend to work with the U.S.
Trade Representative to designate
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Mexican products upon which retalia-
tory duties will be imposed. The prod-
ucts on this list will consist first and
foremost of Mexican agricultural prod-
ucts that are prospering on account of
their access to the U.S. market. These
Mexican products will likely include
bottled tequila, tomatoes, bell peppers,
avocados, limes, asparagus, mangos,
papayas, watermelons, honey, pecans,
and shrimp and prawns. The total
amount of duties imposed on these
Mexican products will equal the lost
sales being experienced by U.S. pro-
ducers of high fructose corn syrup on
account of Mexico’s de facto ban of this
product, an amount which—according
to U.S. industry—could be as high as
$465 million annually.

Let me conclude by stating that I
know that some in Mexico are working
constructively to try to resolve this
issue. Earlier this month President Fox
of Mexico sent to the Mexican Congress
a formal request to repeal the tax on
high fructose corn syrup. I hope that
his request becomes law. I appreciated
the offer of Mexico’s Secretary of Agri-
culture, Javier Usabiaga, to speak with
me regarding the tax, and I regret that
our schedules have not permitted us to
meet personally. I also note that U.S.
and Mexican private sector representa-
tives have been negotiating over access
for U.S. high fructose corn syrup to the
Mexican market.

Regardless of these efforts, Mexico’s
de facto ban on imports of U.S. high
fructose corn syrup remains in place.
Meanwhile, Iowa’s corn growers and
Iowa’s high fructose corn syrup pro-
ducers continue to suffer on account of
Mexico’s NAFTA and WTO illegal ac-
tions. Again, I strongly hope that
Mexican legislators will remove Mexi-
co’s tax on soft drinks containing high
fructose corn syrup prior to the return
of the U.S. Senate next January. But if
this tax is not repealed by January, I
have every intention of working to ad-
vance this legislation through the Sen-
ate.

I’'m a strong believer in free trade. I
fought hard for passage of the NAFTA.
I did so because I know free trade bene-
fits farmers in Iowa and other states.
U.S. agriculture certainly benefits
from the NAFTA, as does Mexican agri-
culture. But Mexico has engaged in a
blatantly illegal act against U.S. agri-
culture for too long. Mexico’s action is
having a particularly negative impact
on my State of Iowa. If we are to main-
tain support for free trade in this coun-
try, we must ensure that our trading
partners live up to their obligations. If
they do not, we must take action. I
hope the introduction of this bill sends
a strong message to my Mexican coun-
terparts that we are ready and willing
to stand up for U.S. agriculture. I sin-
cerely hope that they will do the right
thing and repeal their illegal tax on
high fructose corn syrup.
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I hope they repeal their illegal tax to
demonstrate their commitment to liv-
ing up to the letter and spirit of Mexi-
co’s promises under NAFTA and the
WTO. I hope they repeal their illegal
tax to improve relations between the
United States and Mexico and to bring
the benefits of free trade to consumers
and producers in both countries. And,
Mr. President, I hope they repeal their
illegal tax so the Mexican Agricultural
Trade Compliance act is no longer
needed. But, if that’s what it takes,
then that’s what we should do.

By Mr. CAMPBELL:

S. 1955. A bill to make technical cor-
rections to laws relating to Native
Americans, and for other purposes; to
the Committee on Indian Affairs.

Mr. CAMPBELL. Mr. President,
today I am introducing the Native
American Technical Corrections Act of
2004 to provide amendments to certain
Federal statutes affecting Indian tribes
and Indian people.

Though a modest bill, when it is en-
acted it will provide real relief to the
affected tribes that seek Congress’ help
in removing the many obstacles that
block the paths to greater levels of ad-
vancement.

I ask unanimous consent that the
text of the legislation be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1955

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the “Native American Technical Corrections
Act of 2004”.

(b) TABLE OF CONTENTS.—The table of con-
tents of this Act is as follows:

Sec. 1. Short title; table of contents.
Sec. 2. Definition of Secretary.
TITLE I—-TECHNICAL AMENDMENTS AND

OTHER PROVISIONS RELATING TO NA-
TIVE AMERICANS

Sec. 101. National Fund for Excellence in

American Indian Education.

Sec. 102. Indian Financing Act Amendment.

Sec. 103. Exchanged Indian land.

Sec. 104. Indian tribal justice technical and
legal assistance.

Sec. 105. Tribal justice systems.

Sec. 106. Authorization of 99-year leases for
the Prairie Band of Pota-
watomi.

Sec. 107. Navajo healthcare contracting.

Sec. 108. Crow Tribal Trust Fund.

Sec. 109. Fallon Paiute-Shoshone Tribe Set-
tlement Fund.

Sec. 110. ANCSA amendment.

TITLE II—-COWLITZ INDIAN TRIBE DIS-
TRIBUTION OF JUDGMENT FUNDS ACT

Sec. 201. Cowlitz Indian Tribe Distribution
of Judgment Funds Act.
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Sec. 202. Definitions.

Sec. 203. Judgment distribution plan.

Sec. 204. Distribution and use of funds.

TITLE III—ASSINIBOINE AND SIOUX
TRIBES OF THE FORT PECK RESERVA-
TION.

Sec. 301.

Sec. 302.

Sec. 303.

Short title.

Findings and purpose.

Definitions.

Sec. 304. Distribution of judgment funds.

Sec. 305. Applicable law.

TITLE IV—UTU UTU GWAITU PAIUTE
INDIAN LAND TRANSFER

Sec. 401. Transfer.

SEC. 2. DEFINITION OF SECRETARY.

In this Act, the term ‘‘Secretary’” means
the Secretary of the Interior.

TITLE I—TECHNICAL AMENDMENTS AND
OTHER PROVISIONS RELATING TO NA-
TIVE AMERICANS

SEC. 101. NATIONAL FUND FOR EXCELLENCE IN

AMERICAN INDIAN EDUCATION.
Title V of the Indian Self-Determination

and Education Assistance Act (256 U.S.C.

458bbb) is amended—

(1) by striking the title heading and insert-
ing the following:

“TITLE V—NATIONAL FUND FOR EXCEL-
LENCE IN AMERICAN INDIAN EDU-
CATION”;

(2) in section 501 (25 U.S.C. 458bbb)—

(A) by striking the section heading and in-
serting the following:

“SEC. 501. NATIONAL FUND FOR EXCELLENCE IN
AMERICAN INDIAN EDUCATION.”;
and

(B) in subsection (a), by striking ‘‘the
American Indian Education Foundation’ and
inserting ‘‘a foundation to be known as the
‘National Fund for Excellence in American
Indian Education’’’; and

(3) in section 503(2) (256 U.S.C. 4568bbb-2(2)),
by striking ‘‘Foundation’ the second place it
appears and inserting ‘‘National Fund for
Excellence in American Indian Education”.
SEC. 102. INDIAN FINANCING ACT AMENDMENT.

(a) LOAN GUARANTIES AND INSURANCE.—Sec-
tion 201 of the Indian Financing Act of 1974
(25 U.S.C. 1481) is amended—

(1) by striking ‘‘the Secretary is authorized
(a) to guarantee’” and inserting ‘‘the Sec-
retary may—

‘(1) guarantee’’;

(2) by striking ‘“members; and (b) in lieu of
such guaranty, to insure” and inserting
“‘members; or

‘(2) to insure’’;

(3) by striking ‘‘SEc. 201. In order’ and in-
serting the following:

“SEC. 201. LOAN GUARANTIES AND INSURANCE.

‘“‘(a) IN GENERAL.—In order’’; and

(4) by adding at the end the following:

‘“(b) ELIGIBLE BORROWERS.—The Secretary
may guarantee or insure loans under sub-
section (a) to both for-profit and nonprofit
borrowers.”’.

(b) LOAN APPROVAL.—Section 204 of the In-
dian Financing Act of 1974 (25 U.S.C. 1484) is
amended by striking ‘“SEC. 204.”” and insert-
ing the following:

“SEC. 204. LOAN APPROVAL.”.
SEC. 103. EXCHANGED INDIAN LAND.

Notwithstanding any other provision of
law, if—

(1) any portion of the Indian country (as
defined in section 1151 of title 18, United
States Code) under the jurisdiction of an In-
dian tribe was subject to a government tak-
ing for a project that received any funding
under Public Law 85-500;

(2) the Indian tribe applies for land to be
taken into trust by the Federal Government;
and

(3) the Secretary of the Interior accepts
the land into trust on behalf of the Indian
tribe;
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the land shall be deemed for all purposes to

have been acquired in trust as of the date of

the taking.

SEC. 104. INDIAN TRIBAL JUSTICE TECHNICAL
AND LEGAL ASSISTANCE.

Sections 106 and 201(d) of the Indian Tribal
Justice Technical and Legal Assistance Act
(25 U.S.C. 3666, 3681(d)) are amended by strik-
ing ‘‘for fiscal years 2000 through 2004’ and
inserting ‘‘for fiscal years 2004 through 2010"".
SEC. 105. TRIBAL JUSTICE SYSTEMS.

Subsections (a), (b), (¢), and (d) of section
201 of the Indian Tribal Justice Act (25
U.S.C. 3621) are amended by striking 2007
and inserting ‘2010".

SEC. 106. AUTHORIZATION OF 99-YEAR LEASES
FOR THE PRAIRIE BAND OF POTA-
WATOMI.

(a) IN GENERAL.—Subsection (a) of the first
section of the Act of August 9, 1955 (256 U.S.C.
415(a)) is amended in the second sentence—

(1) by inserting ‘‘the reservation of the
Prairie Band Potawatomi Nation Reserva-
tion,” after ‘‘Spanish Grant’),”’; and

(2) by inserting ‘‘lands held in trust for the
Prairie Band Potawatomi Nation,” before
“lands held in trust for the Cherokee Nation
of Oklahoma’’.

(b) EFFECTIVE DATE.—The amendments
made by subsection (a) apply to any lease en-
tered into or renewed on or after the date of
enactment of this Act.

SEC. 107. NAVAJO HEALTHCARE CONTRACTING.

Congress authorizes the Navajo Area Office
of the Indian Health Service to reprogram
contract healthcare service dollars for the
Navajo Health Foundation/Sage Memorial
Hospital 638 contract.

SEC. 108. CROW TRIBAL TRUST FUND.

Section 6(d) of the Crow Boundary Settle-
ment Act of 1994 (25 U.S.C. 1776d(d)), is
amended—

(1) in the subsection heading, by inserting
‘“AND CAPITAL GAINS’ after “‘INTEREST’’;

(2) in paragraph (1), by striking ‘‘Only’’ and
inserting ‘‘Except as provided in paragraph
(4), only”’; and

(3) by adding at the end the following:

‘‘(4) DISTRIBUTION OF CAPITAL GAINS.—Not-
withstanding subsection (f) or any other pro-
vision of law, capital gains and any other
noninterest income received on funds in the
Crow Tribal Trust Fund shall be available
for distribution by the Secretary to the Crow
Tribe to the extent that the balance in the
Crow Tribal Trust Fund (including capital
gains) exceeds $85,000,000, for the same uses
and subject to the same restrictions in para-
graphs (1) and (3) as are applicable to dis-
tributions of interest.”.

SEC. 109. FALLON PAIUTE-SHOSHONE TRIBE SET-
TLEMENT FUND.

Section 102 of the Fallon Paiute Shoshone
Indian Tribes Water Rights Settlement Act
of 1990 (104 Stat. 3289) is amended—

(1) In subsection (C)—

(A) in paragraph (1), by striking ‘‘The in-
come of the Fund may be obligated and ex-
pended only for the following purposes:’’ and
inserting the following: ‘‘Notwithstanding
any conflicting provision in the original
Fund plan developed in consultation with
the Secretary under subsection (f), during
fiscal year 2004 and each subsequent fiscal
year, 6 percent of the average quarterly mar-
ket value of the Fund during the imme-
diately preceding 3 fiscal years (referred to
in this title as the ‘Annual 6 percent
Amount’) may be expended or obligated only
for the purposes specified in subparagraphs
(a) through (f) of this section. In addition,
during each fiscal year subsequent to Fund
fiscal year 2004, any unexpended and unobli-
gated portion of the Annual 6 percent
Amount from any of the 3 immediately pre-
ceding Fund fiscal years subsequent to fiscal
yvear 2003, not including any income that
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may accrue on that portion may also be ex-
pended or obligated only for the following
purposes:’’; and

(B) by striking paragraphs (2) through (4)
and inserting the following:

‘“(2) No monies from the Fund other than
the amounts authorized in subsection (C)(1)
may be expended or obligated for any pur-
pose.

‘(3) Notwithstanding any conflicting pro-
vision in the original Fund plan, during fis-
cal year 2004 and each subsequent fiscal year,
not more than 20 percent of the Annual 6 per-
cent Amount for the fiscal year (referred to
in this title as the ‘Annual 1.2 percent
Amount’) may be expended or obligated
under subsection (¢)(1)(C) for per capita dis-
tributions to tribal members, provided that
during each Fund fiscal year subsequent to
fiscal year 2004, any unexpended and unobli-
gated portion of the Annual 1.2 percent
Amount from any of the 3 immediately pre-
ceding Fund fiscal years subsequent to fiscal
year 2003, not including any income that
may accrue on that portion, may also be ex-
pended or obligated for such per capita pay-
ments.”’; and

(2) in subsection (D), by adding at the end
the following: ‘‘Notwithstanding any con-
flicting provision in the original Fund plan,
the Fallon Business Council, in consultation
with the Secretary, shall promptly amend
the original plan for purposes of conforming
the plan to this title and making nonsub-
stantive updates, improvements, or correc-
tions to the original plan.”’.

SEC. 110. ANCSA AMENDMENT.

All land and interests in land in the State
of Alaska conveyed by the Federal Govern-
ment under the Alaska Native Claims Settle-
ment Act (43 U.S.C. 1601 et seq.) to a Native
Corporation and reconveyed by that Native
Corporation, or a successor in interest, in ex-
change for any other land or interest in land
in the State of Alaska and located within the
same region (as defined in section 9(a) of the
Alaska Native Claims Settlement Act (43
U.S.C. 1608(a)), to a Native Corporation
under an exchange or other conveyance,
shall be deemed, notwithstanding the con-
veyance or exchange, to have been conveyed
pursuant to that Act.

TITLE II—COWLITZ INDIAN TRIBE
DISTRIBUTION OF JUDGMENT FUNDS ACT
SEC. 201. COWLITZ INDIAN TRIBE DISTRIBUTION

OF JUDGMENT FUNDS ACT.

This title shall be known as the ‘““‘Cowlitz
Indian Tribe Distribution of Judgment
Funds Act”.

SEC. 202. DEFINITIONS.

In this title:

(1) CURRENT JUDGMENT FUND.—The term
“current judgment fund” means the funds
awarded by the Indian Claims Commission
Docket No. 218 and all interest accrued on
the funds as of the date of enactment of this
Act.

(2) INITIAL INTEREST.—The term ‘‘initial in-
terest” means the interest on the funds
awarded by the Indian Claims Commission
Docket No. 218 during the time period from
1 year before the date of enactment of this
Act through the date of enactment of this
Act.

(3) PRINCIPAL.—The term ‘‘principal”’
means the funds awarded by the Indian
Claims Commission Docket No. 218 and all
interest accrued on the funds as of 1 year be-
fore the date of enactment of this Act.

(4) SECRETARY.—The term ¢Secretary’”’
means the Secretary of the Interior.

(5) TRIBE.—The term ‘‘Tribe” means the
Cowlitzq Indian Tribe of Washington, to
which the Secretary extended Federal rec-
ognition on December 31, 2001, under part 83
of title 25, Code of Federal Regulations.
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(6) TRIBAL MEMBER.—The term ‘‘tribal
member’’ means an individual who is an en-
rolled member of the Cowlitz Indian Tribe in
accordance with tribal enrollment proce-
dures and requirements.

(7) TRIBAL ELDER.—The term ‘‘tribal elder”’
means a tribal member who was 62 years of
age or older as of February 14, 2000.

SEC. 203. JUDGMENT DISTRIBUTION PLAN.

Notwithstanding the Indian Tribal Judg-
ment Funds Use or Distribution Act (25
U.S.C. 1401 et seq.), or any plan prepared or
promulgated by the Secretary under that
Act, the judgment funds awarded in Indian
Claims Commission Docket No. 218 and in-
terest accrued on those funds as of the date
of enactment of this Act shall be distributed
and used in accordance with this title.

SEC. 204. DISTRIBUTION AND USE OF FUNDS.

(a) PRESERVATION OF PRINCIPAL AFTER EL-
DERLY ASSISTANCE AND TRIBAL ADMINISTRA-
TION PAYMENTS.—

(1) IN GENERAL.—Except as provided in sub-
section (b), the principal shall not be distrib-
uted under this title.

(2) DISBURSEMENTS.—The Secretary shall—

(A) maintain undistributed current judg-
ment funds in an interest-bearing account in
trust for the Tribe; and

(B) disburse principal or interest in accord-
ance with this title not later than 30 days
after receipt by the Northwest Regional Di-
rector of the Bureau of Indian Affairs of a re-
quest by the Cowlitz Tribal Council for a dis-
bursement of funds.

(b) ELDERLY ASSISTANCE PROGRAM.—

(1) SETASIDE.—From the current judgment
fund, the Secretary shall set aside 20 percent
for an elderly assistance payment.

(2) PAYMENTS.—The Secretary shall pro-
vide 1 elderly assistance payment to each en-
rolled tribal elder not later than 30 days
after all of the following have occurred:

(A) LIST OF ENROLLED MEMBERS.—The Cow-
litz Tribal Council has compiled and re-
viewed for accuracy a list of all enrolled
tribal members that are both a minimum of
116 Cowlitz blood and 62 years of age or older
as of February 14, 2000.

(B) VERIFICATION.—The Secretary has
verified the blood quantum and age of the
tribal members identified on the list under
subparagraph (A).

(C) REQUEST FOR DISBURSEMENT.—The Cow-
litz Tribal Council has made a request for
disbursement of judgment funds for the el-
derly assistance payment.

(3) DEATH OF TRIBAL ELDER.—If a tribal
elder eligible for an elderly assistance pay-
ment dies before receiving payment under
this subsection, the funds that would have
been paid to the tribal elder shall be added to
and distributed in accordance with the emer-
gency assistance program under subsection
().

(4) CosTs.—The Secretary shall pay all
costs of distribution under this subsection
out of the amount set aside under paragraph
D.

(c) EMERGENCY ASSISTANCE PROGRAM.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 10 percent for an emer-
gency assistance program.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
setaside—

(A) shall be distributed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be used to provide emergency as-
sistance for tribal members.

(3) AVAILABILITY OF INTEREST.—Of the ini-
tial interest, 10 percent shall be available on
the date of enactment of this Act shall be
used to fund the program for the first year
after the date of enactment of this Act.

(d) EDUCATION, VOCATIONAL, AND CULTURAL
TRAINING PROGRAM.—
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(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 10 percent for an edu-
cation, vocational, and cultural training pro-
gram.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
setaside—

(A) shall be distributed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be used to provide scholarships to
tribal members pursuing educational ad-
vancement, including cultural and voca-
tional training.

(3) AVAILABILITY OF INTEREST.—Of the ini-
tial interest, 10 percent shall be available
upon the date of enactment of this Act to
fund the program for the first year after the
date of enactment of this Act.

(e) HOUSING ASSISTANCE PROGRAM.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 5 percent for a housing
assistance program.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
set aside—

(A) shall be disbursed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be—

(i) used as a supplement to any existing
tribal housing improvements program; or

(ii) used in a separate housing assistance
Program established by the Cowlitz Tribal
Council.

(3) AVAILABILITY OF INTEREST.—Of the ini-
tial interest, 5 percent shall be available on
the date of enactment of this Act to fund the
program for the first year after the date of
enactment of this Act.

(f) EcoNOMIC DEVELOPMENT, TRIBAL, AND
CULTURAL CENTERS.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 21.5 percent—

(A) for economic development; and

(B) if other funding is not available or not
adequate (as determined by the Tribe), for
the construction and maintenance of tribal
and cultural centers.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
set aside—

(A) shall be disbursed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be used for—

(i) property acquisition for business or
other activities that are likely to benefit the
Tribe economically or provide employment
for tribal members;

(ii) business development for the Tribe, in-
cluding collateralization of loans for the pur-
chase or operation of businesses, matching
funds for economic development grants,
joint venture partnerships, and other similar
ventures that are likely to produce profits
for the Tribe; and

(iii) design, construction, maintenance,
and operation of tribal centers and cultural
centers.

(3) LOAN REPAYMENT.—The principal and
interest of any business loan made under
paragraph (2) shall be repaid to the economic
development program for reinvestments, and
business profits shall be credited to the gen-
eral fund of the Tribe for uses to be deter-
mined by the Cowlitz Tribal Council.

(4) AVAILABILITY OF INTEREST.— 21.5 per-
cent of the initial interest available upon the
date of enactment of this Act to fund the
program for the first year after the date of
enactment of this Act.

(g) NATURAL RESOURCES.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 7.5 percent for natural
resources.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
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of this Act, interest earned on the amount
set aside—

(A) shall be disbursed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) may be added to any existing tribal
natural resource program to enhance the use
and enjoyment by the Tribe of existing and
renewable natural resources on tribal land.

(3) AVAILABILITY OF INTEREST.—T7.5 percent
of the initial interest shall be available upon
the date of enactment of this Act to fund the
program for the first year after the date of
enactment of this Act.

(h) CULTURAL RESOURCES.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 4 percent for cultural
resources.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
set aside—

(A) shall be distributed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be used to—

(i) maintain artifacts;

(ii) collect documents; and

(iii) archive and identify cultural sites of
tribal significance.

(3) AVAILABILITY OR INTEREST.—Of the ini-
tial interest, 4 percent shall be available on
the date of enactment of this Act to fund the
program for the first year after the date of
enactment of this Act.

(i) HEALTH.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 21 percent for health.

(2) DISTRIBUTION OF INTEREST.—Beginning
the second year after the date of enactment
of this Act, interest earned on the amount
set aside—

(A) shall be disbursed annually in a lump
sum to the Cowlitz Tribal Council; and

(B) shall be used for the health needs of the
Tribe.

(3) AVAILABILITY OF INTEREST.—21 percent
of the initial interest shall be available on
the date of enactment of this Act to fund the
program for the first year after the date of
enactment of this Act.

(j) TRIBAL ADMINISTRATION PROGRAM.—

(1) SETASIDE.—From the principal, the Sec-
retary shall set aside 21 percent for tribal ad-
ministration.

(2) DISTRIBUTION OF INTEREST.—

(A) INITIAL DISTRIBUTION.—Of the initial in-
terest, 21 percent, and of the principal, the
difference between 21 percent of the initial
interest and $150,000, shall be set aside and
immediately disbursed to the Tribe for the
purposes of funding tribal administration for
the first year after the date of enactment of
this Act.

(B) SUBSEQUENT DISTRIBUTION.—Beginning
the second year after the date of enactment
of this Act, interest earned on the remaining
principal set aside under this subsection
shall be disbursed annually in a lump sum to
pay the operating costs of the Cowlitz Tribal
Council, including travel, telephone, cul-
tural, and other expenses incurred in the
conduct of the affairs of the Tribe and legal
fees as approved by the Cowlitz Tribal Coun-
cil.

(k) GENERAL CONDITIONS.—

(1) IN GENERAL.—The conditions stated in
this subsection apply to the management
and use of all funds available under this title
by the Cowlitz Tribal Council.

(2) ADMINISTRATIVE COSTS.—Not more than
10 percent of the interest earned on the prin-
cipal designated for the program under any
subsection, except the programs under sub-
sections (i) and (j), may be used for the ad-
ministrative costs of the program.

(3) NO SERVICE AREA.—

(A) IN GENERAL.—NoO service area is implied
or imposed under any program under this
title.



November 25, 2003

(B) MEMBERS OUTSIDE SERVICE AREA.—If the
costs of administering any program under
this Act for the benefit of tribal members
living outside the Tribe’s Indian Health
Service area are greater than 10 percent of
the interest earned on the principal des-
ignated for that program, the Cowlitz Tribal
Council may authorize the expenditure of
such funds for that program.

(3) APPROVAL.—Before any expenditures,
the Cowlitz Tribal Council shall approve all
programs and shall publish in a publication
of general circulation regulations that pro-
vide standards and priorities for programs
under this title.

(4) APPLICABILITY OF OTHER LAW.—Section 7
of the Indian Tribal Judgment Funds Use or
Distribution Act (25 U.S.C. 1407) shall apply
to funds available under this title.

(5) APPEAL.—

(A) IN GENERAL.—Any tribal member who
believes that he or she has been unfairly de-
nied the right to take part in any program
under this title may appeal to the tribal sec-
retary.

(B) RESOLUTION.—The tribal secretary
shall bring the appeal to the Cowlitz Tribal
Council for resolution.

(C) TIMELY RESPONSE.—The resolution
shall be made in a timely manner, and the
tribal secretary shall respond to the tribal
member.

TITLE III—ASSINIBOINE AND SIOUX
TRIBES OF THE FORT PECK RESERVA-
TION

SEC. 301. SHORT TITLE.

This title may be cited as the ‘‘Assiniboine
and Sioux Tribes of the Fort Peck Reserva-
tion Judgment Fund Distribution Act of
2003”’.

SEC. 302. FINDINGS.

Congress finds that—

(1) on December 18, 1987, the Assiniboine
and Sioux Tribes of the Fort Peck Reserva-
tion and 5 individual Fort Peck tribal mem-
bers filed a complaint in the United States
Claims Court (currently the Court of Federal
Claims) in the case of Assiniboine and Sioux
Tribes of the Fort Peck Reservation v.
United States of America, Docket No. 773-87—
L, to recover interest earned on trust funds
while those funds were held in special de-
posit accounts and Indian Moneys-Proceeds
of Labor accounts;

(2) the Court held that the United States
was liable for any income derived from in-
vestment of the trust funds of the Tribe and
individual members of the Tribe for the pe-
riod during which those funds were held in
special deposit accounts and Indian Moneys—
Proceeds of Labor accounts;

(3) on December 31, 1998, the plaintiffs en-
tered into a settlement with the United
States for claims made in the case for pay-
ment by the United States of—

(A) $1,339,415.33, representing interest
earned on funds while held in special deposit
accounts at the Fort Peck Agency during the
period August 13, 1946, through September 30,
1981;

(B) $2,749,354.41, representing—

(i) interest on the principal indebtedness
for the period from August 13, 1946, through
July 31, 1998; plus

(ii) $364.27 in per diem interest on the prin-
cipal indebtedness for each day during the
period commencing August 1, 1998, and end-
ing on the date on which the judgment is
paid; and

(C) $350,000, representing the litigation
costs and attorney’s fees that the Tribe in-
curred to prosecute the claims;

(4) the terms of the settlement were ap-
proved by the Court on January 8, 1999, and
judgment was entered on January 12, 1999;
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(6) on March 18, 1999, $4,522,5561.84 was
transferred to the Department of the Inte-
rior;

(6) that judgment amount was deposited in
an escrow account established to provide—

(A) $350,000 for the payment of attorney’s
fees and expenses; and

(B) $4,172,551.84 for pending Court-ordered
distribution to the Tribe and individual In-
dian trust beneficiaries;

(7) on January 31, 2001, the Court approved
a joint stipulation that established proce-
dures for—

(A) identification of the class of individual
Indians having an interest in the judgment;

(B) notice to and certification of that
class; and

(C) the distribution of the judgment
amount to the Tribe and affected class of in-
dividual Indians;

(8)(A) on or about February 14, 2001, in ac-
cordance with the Court-approved stipula-
tion, $643,186.73 was transferred to an ac-
count established by the Secretary for the
benefit of the Tribe; and

(B) that transferred amount represents—

(i) 54.2 percent of the Tribe’s estimated 26-
percent share of the amount referred to in
paragraph (6)(B); plus

(ii) 50 percent of the Tribe’s estimated 26-
percent share of interest and capital gains
earned on the judgment amount from the pe-
riod beginning March 18, 1999, and ending on
December 31, 2000;

(9) under the Court-approved stipulation—

(A) that transferred amount is to remain
available for use by the Tribe in accordance
with a plan adopted under the Indian Tribal
Judgment Funds Use or Distribution Act (256
U.S.C. 1401 et seq.);

(B) the Tribe will most likely receive addi-
tional payments from the distribution
amount once the identification of all individ-
uals eligible to share in the distribution
amount is completed and the pro rata shares
are calculated; and

(C) those additional payments would in-
clude—

(i) the balance of the share of the Tribe of
the distribution amount and investment in-
come earned on the distribution amount;

(ii) the portion of the distribution amount
that represents income derived on funds in
special deposit accounts that are not attrib-
utable to the Tribe or any individual Indian;
and

(iii) the portion of the distribution amount
that represents shares attributable to indi-
vidual Indians that—

(I) cannot be located for purposes of ac-
cepting payment; and

(IT) will not be bound by the judgment in
the case referred to in paragraph (1); and

(10) under the Indian Tribal Judgment
Funds Use or Distribution Act (256 U.S.C. 1401
et seq.), the Secretary is required to submit
to Congress for approval an Indian judgment
fund use or distribution plan.

SEC. 303. DEFINITIONS.

In this title:

(1) CouRT.—The term ‘‘Court’” means the
Court of Federal Claims.

(2) DISTRIBUTION AMOUNT.—The term ‘‘dis-
tribution amount’” means the amount re-
ferred to in section 302(6)(B).

(3) JUDGMENT AMOUNT.—The term ‘‘judg-
ment amount’ means the amount referred to
in section 302(5).

(4) PRINCIPAL INDEBTEDNESS.—The term
‘“‘principal indebtedness’” means the amount
referred to in section 302(3)(A).

(5) TRIBE.—The term ‘‘Tribe’” means the
Assiniboine and Sioux Tribes of the Fort
Peck Reservation.

SEC. 304. DISTRIBUTION OF JUDGMENT FUNDS.

(a) IN GENERAL.—Notwithstanding any pro-
vision of the Indian Tribal Judgment Funds
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Use or Distribution Act (256 U.S.C. 1401 et
seq.), the share of the Tribe of the distribu-
tion amount, and such additional amounts as
may be awarded to the Tribe by the Court
with respect to the case referred to in sec-
tion 302(1) (including any interest accrued on
those amounts)—

(1) shall be made available for tribal
health, education, housing, and social serv-
ices programs of the Tribe, including—

(A) educational and youth programs;

(B) programs for improvement of facilities
and housing;

(C) programs to provide equipment for pub-
lic utilities;

(D) programs to provide medical assistance
or dental, optical, or convalescent equip-
ment; and

(E) programs to provide senior citizen and
community services; and

(2) shall not be available for per capita dis-
tribution to any member of the Tribe.

(b) BUDGET SPECIFICATION.—The specific
programs for which funds are made available
under subsection (a)(1), and the amount of
funds allocated to each of those programs,
shall be specified in an annual budget devel-
oped by the Tribe and approved by the Sec-
retary.

SEC. 305. APPLICABLE LAW.

Except as provided in section 304(a), all
funds distributed under this title are subject
to sections 7 and 8 of the Indian Tribal Judg-
ment Funds Use or Distribution Act (25
U.S.C. 1407, 1408).

TITLE IV—UTU UTU GWAITU PAIUTE
INDIAN LAND TRANSFER
SEC. 401. TRANSFER.

Section 902(b) of the California Indian
Land Transfer Act (114 Stat. 2921) is amend-
ed—

(1) by striking
¢3,765.8”’; and

(2) by adding at the end the following:

“(9) UTU UTU GWAITU PAIUTE TRIBE.—Lands
to be held in trust for the Utu Utu Gwaitu
Paiute Tribe, Benton Paiute Reservation are
comprised of approximately 240 acres de-
scribed as follows:

“Mount Diablo Base and Meridian

“Township 2 South, Range 31 East

‘“Section 11:

“SEY2 and E%2 of SW4.”.

¢3,6256.8” and inserting

By Mrs. BOXER:

S. 1956. A bill to provide assistance to
States and nongovernmental entities
to initiate public awareness and out-
reach campaigns to reduce teenage
pregnancies; to the Committee on
Health, Education, Labor, and Pen-
sions.

Mrs. BOXER. Mr. President, today, I
am proud to introduce the HOPE Youth
Pregnancy Prevention Act.

While teen pregnancy rates in the
United States have dropped signifi-
cantly in the last decade, we still have
one of the highest rates among indus-
trialized nations. American teens are
twice as likely to become pregnant as
teenagers in Great Britain and four
times more likely than teens in Swe-
den and France. At the same time, the
teen pregnancy rates for Hispanic and
other minority teens in the United
States are significantly higher than
the national average.

The HOPE Youth Pregnancy Preven-
tion Act would provide resources to
help prevent teen pregnancy among at-
risk and minority youth.

Specifically, my bill would provide
grants to States, localities, and non-
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governmental organizations for teen-
age pregnancy prevention activities
targeted to areas with large ethnic mi-
norities and other at-risk youth. These
grants could be used for a number of
activities, including youth develop-
ment, work-related interventions and
other educational activities, parental
involvement, teenage outreach and
clinical services. The bill would au-
thorize $30 million a year for five years
for these grants.

The bill would also provide grants to
States and non-governmental organiza-
tions to establish multimedia public
awareness campaigns to combat teen-
age pregnancy. These campaigns would
aim to prevent teen pregnancy through
TV, radio and print ads, billboards,
posters, and the Internet. Priority
would be given to those activities that
target ethnic minorities and other at-
risk youth. The bill would authorize
$20 million a year for 5 years.

Over the past 10 years, we have made
progress reducing teen pregnancy. But
out work is not done. We need to
strengthen our efforts, especially
among Hispanic and other minority
youth. I encourage my colleagues to
support this effort.

By Mr. BINGAMAN:

S. 1957. A bill to authorize the Sec-
retary of the Interior to cooperate with
the States on the border with Mexico
and other appropriate entities in con-
ducting a hydrogeologic characteriza-
tion, mapping, and modeling program
for priority transboundary aquifers,
and for other purposes; to the Com-
mittee on Energy and Natural Re-
sources.

Mr. BINGAMAN. Mr. President,
today I am pleased to introduce the
United States-Mexico Transboundary
Aquifer Assessment Act.

This bill is the result of a field hear-
ing I conducted in Las Cruces, NM two
years ago during my tenure as the
Chairman of the Energy and Natural
Resources Committee. The focus of the
hearing was water resource issues that
were developing along the U.S.-Mexico
border—particularly the area encom-
passing Las Cruces, El Paso, Texas, and
Juarez, Mexico.

There had long existed an ongoing ef-
fort to address water quality issues and
waste-water infrastructure needs in the
border region, but I was concerned that
issues regarding the availability of fu-
ture water supplies were growing. The
testimony at that hearing made clear
that there exists little consensus on
how growing communities in the bor-
der region will address their future
water needs. In particular, I was struck
by the lack of agreement on the long-
term viability of future groundwater
sources, many of which involve
aquifers underlying communities in
both the United States and Mexico.
Given the rapid population growth
along the U.S.-Mexico border and the
increasing demand for water, there is a
strong need to gain a common under-
standing of the limits of our shared
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groundwater resources. A thorough un-
derstanding of the resource is the first
step to avoiding conflicts similar to
those that have arisen between the
United States and Mexico over shared
surface waters—e.g. the Rio Grande.

The United States-Mexico Trans-
boundary Assessment Act is intended
to address the lack of binational con-
sensus regarding the source and avail-
ability of future water supplies along
the border. It will do this by estab-
lishing a scientific program, involving
entities on both sides of the border, to
comprehensively assess priority trans-
boundary aquifers. The information
and scientific tools developed by this
program will be extremely valuable to
State and local water resource man-
agers in the border region. This effort
is to be led by the United States Geo-
logical Survey (USGS) working closely
with the border states and local enti-
ties. Over the last several years the
USGS has been working with Kkey
stakeholders in the border region to de-
sign this technical program.

I understand that establishing this
scientific program and accurately as-
sessing our shared water resources is
just a step towards developing the
long-term plans and solutions that will
help avoid future international dis-
putes concerning scarce water supplies.
This small step, however, is an impor-
tant one, and is recognized by a num-
ber of organizations familiar with the
need for cooperative efforts between
the United States and Mexico on
shared water resources. In its 6th Re-
port on the U.S.-Mexico Border Envi-
ronment, the Good Neighbor Environ-
mental Board, an independent federal
advisory committee managed by the
U.S. Environmental Protection Agen-
cy, recommended the initiation of a
“border-wide groundwater assessment
program to systematically analyze pri-
ority trans-boundary aquifers.” Also,
the Center for Strategic and Inter-
national Studies, in a January 2003 re-
port of its U.S.-Mexico Binational
Council, included as one of its rec-
ommendations that Mexico and the
United States ‘‘improve data collec-
tion, information gathering, and trans-
parency as the first step to developing
a long-term strategy for water manage-
ment.”

Ultimately, the necessary long-term
strategy will have to be developed by
the communities and other water users
who reside along the border. Working
with each other and their state water
resource agencies, I believe successful
strategies can be developed so long as
the information that is the basis for
the plans is the most accurate possible.
In that respect, the USGS has a strong
and important role to play. This bill
will ensure that the USGS will be able
to fulfill this role which, in turn, will
enhance the prospects for our border
communities to plan for their future
and manage their growth in a manner
that ensures their long-term viability
and prosperity.

November 25, 2003

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1957

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘United
States-Mexico Transboundary Aquifer As-
sessment Act”.

SEC. 2. FINDINGS AND PURPOSE.

(a) FINDINGS.—Congress finds that—

(1) rapid population growth in the United
States-Mexico border region over the last
decade has placed major strains on limited
water supplies in the region;

(2) water quantity and quality issues are
likely to be the determining and limiting
factors affecting future economic develop-
ment, population growth, and human health
in the border region;

(3) increasing use of groundwater resources
in the border region by municipal and other
water users has raised serious questions con-
cerning the long-term availability of the
water supply;

(4) cooperation between the United States
and Mexico in assessing and understanding
transboundary aquifers is necessary for the
successful management of shared ground-
water resources by State and local authori-
ties in the United States and appropriate au-
thorities in Mexico, including management
that avoids conflict between the United
States and Mexico;

(5) while there have been some studies of
binational groundwater resources along the
United States-Mexico border, additional data
and analyses are needed to develop an accu-
rate understanding of the long-term avail-
ability of useable water supplies from trans-
boundary aquifers; and

(6) the Border States—

(A) are primarily responsible for the man-
agement and allocation of groundwater re-
sources within the respective boundaries of
the Border States; and

(B) should have a cooperative role in the
analysis and characterization of transbound-
ary aquifers.

(b) PURPOSE.—The purpose of this Act is to
direct the Secretary of the Interior to estab-
lish a United States-Mexico transboundary
aquifer assessment program to—

(1) systematically assess priority trans-
boundary aquifers; and

(2) provide the scientific foundation nec-
essary for State and local officials to address
pressing water resource challenges in the
United States-Mexico border region.

SEC. 3. DEFINITIONS.

In this Act:

(1) AQUIFER.—The term ‘‘aquifer’” means a
subsurface water-bearing geologic formation
from which significant quantities of water
may be extracted.

(2) BORDER STATE.—The term ‘‘Border
State’ means each of the States of Arizona,
California, New Mexico, and Texas.

(3) INDIAN TRIBE.—The term ‘‘Indian tribe’’
means an Indian tribe, band, nation, or other
organized group or community—

(A) that is recognized as eligible for the
special programs and services provided by
the United States to Indians because of their
status as Indians; and

(B) the reservation of which includes a
transboundary aquifer within the exterior
boundaries of the reservation.

(4) PRIORITY TRANSBOUNDARY AQUIFER.—
The term ‘‘priority transboundary aquifer’
means a transboundary aquifer that has been
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designated for study and analysis under the
program.

(5) PROGRAM.—The term ‘‘program’ means
the United States-Mexico transboundary aq-
uifer assessment program established under
section 4(a).

(6) RESERVATION.—The term ‘‘reservation’
means land that has been set aside or that
has been acknowledged as having been set
aside by the United States for the use of an
Indian tribe, the exterior boundaries of
which are more particularly defined in a
final tribal treaty, agreement, executive
order, Federal statute, secretarial order, or
judicial determination.

(7) SECRETARY.—The term ‘‘Secretary”’
means the Secretary of the Interior, acting
through the Director of the United States
Geological Survey.

(8) TRANSBOUNDARY AQUIFER.—The term
‘“¢ransboundary aquifer’” means an aquifer
that underlies the boundary between the
United States and Mexico.

(9) TRI-REGIONAL PLANNING GROUP.—The
term ‘‘Tri-Regional Planning Group’’ means
the binational planning group comprised of—

(A) the Junta Municipal de Aqua Yy
Saneamiento de Ciudad Juarez;

(B) the El Paso Water Utilities Public
Service Board; and

(C) the Lower Rio Grande Water Users Or-
ganization.

(10) WATER RESOURCES RESEARCH INSTI-
TUTES.—The term ‘‘water resources research
institutes’ means the institutes within the
Border States established under section 104
of the Water Resources Research Act of 1984
(42 U.S.C. 10303).

SEC. 4. ESTABLISHMENT OF PROGRAM.

(a) IN GENERAL.—The Secretary, in con-
sultation and cooperation with the Border
States, the Water Resources Research Insti-
tutes, Sandia National Laboratories, and
other appropriate entities in the United
States and Mexico, shall carry out the
United States-Mexico transboundary aquifer
assessment program to characterize, map,
and model transboundary groundwater re-
sources along the United States-Mexico bor-
der at a level of detail determined to be ap-
propriate for the particular aquifer.

(b) OBJECTIVES.—The objectives of the pro-
gram are to—

(1) develop and implement an integrated
scientific approach to assess transboundary
groundwater resources, including—

(A)({) identifying fresh and saline trans-
boundary aquifers; and

(ii) prioritizing the transboundary aquifers
for further analysis by assessing—

(I) the proximity of the transboundary aq-
uifer to areas of high population density;

(II) the extent to which the transboundary
aquifer is used; and

(ITIT) the susceptibility of the transbound-
ary aquifer to contamination;

(B) evaluating all available data and publi-
cations as part of the development of study
plans for each priority transboundary aqui-
fer;

(C) creating a geographic information sys-
tem database to characterize the spatial and
temporal aspects of each priority trans-
boundary aquifer; and

(D) using field studies, including support
for and expansion of ongoing monitoring and
metering efforts, to develop any additional
data that are needed to define aquifer char-
acteristics to the extent necessary to enable
the development of groundwater flow models
to assess sustainable water yields for each
priority transboundary aquifer;

(2) expand existing agreements, as appro-
priate, between the United States Geological
Survey, the Border States, the Water Re-
sources Research Institutes, and appropriate
authorities in the United States and Mexico,
to—
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(A) conduct joint scientific investigations;

(B) archive and share relevant data; and

(C) carry out any other activities con-
sistent with the program; and

(3) produce scientific products for each pri-
ority transboundary aquifer to provide the
scientific information needed by water man-
agers and natural resource agencies on both
sides of the United States-Mexico border to
effectively accomplish the missions of the
managers and agencies.

(c) DESIGNATION OF CERTAIN AQUIFERS.—
For purposes of the program, the Secretary
shall designate the Hueco Bolson and Mesilla
aquifers underlying parts of Texas, New Mex-
ico, and Mexico as priority transboundary
aquifers.

(d) COOPERATION WITH MEXICO.—To ensure
a comprehensive assessment of transbound-
ary aquifers, the Secretary shall, to the max-
imum extent practicable, work with appro-
priate Federal agencies and other organiza-
tions to develop partnerships with, and re-
ceive input from, relevant organizations in
Mexico to carry out the program.

(e) GRANTS AND COOPERATIVE AGREE-
MENTS.—The Secretary may provide grants
or enter into cooperative agreements and
other agreements with the Water Resource
Research Institutes and other Border State
entities to carry out the program.

SEC. 5. STATE AND TRIBAL ROLE.

(a) COORDINATION.—The Secretary shall co-
ordinate the activities carried out under the
program with—

(1) the appropriate water resource agencies
in the Border States; and

(2) any affected Indian tribes.

(b) NEW AcTIVITY.—After the date of enact-
ment of this Act, the Secretary shall not ini-
tiate any field studies to develop data or de-
velop any groundwater flow models for a pri-
ority transboundary aquifer under the pro-
gram before consulting with, and coordi-
nating the activity with, the Border State
water resource agency that has jurisdiction
over the aquifer.

SEC. 6. AUTHORIZATION OF APPROPRIATIONS.

(a) IN GENERAL.—There are authorized to
be appropriated to carry out this Act
$50,000,000 for the period of fiscal years 2005
through 2014.

(b) DISTRIBUTION OF FUNDS.—Of the
amounts made available under subsection
(a), 50 percent shall be made available to the
Water Resource Research Institutes to pro-
vide funding to appropriate entities in the
Border States (including Sandia National
Laboratories, State agencies, universities,
the Tri-Regional Planning Group, and other
relevant organizations) and Mexico to con-
duct activities under the program, including
the binational collection and exchange of
scientific data.

SEC. 7. REPORTS.

Not later than 5 years after the date of en-
actment of this Act, and on completion of
the program in fiscal year 2014, the Sec-
retary shall submit to the appropriate water
resource agency in the Border States, an in-
terim and final report, respectively, that de-
scribes—

(1) any activities carried out under the pro-
gram;

(2) any conclusions of the Secretary relat-
ing to the status of transboundary aquifers;
and

(3) the level of participation in the pro-
gram of entities in Mexico.

By Mr. DASCHLE (for Mr. KERRY

(for himself and Mr. KENNEDY)):

S. 1958. A bill to prevent the practice

of late trading by mutual funds, and

for other purposes; to the Committee

on Banking, Housing, and Urban Af-
fairs.
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(At the request of Mr. DASCHLE, the

following statement was ordered to be
printed in the RECORD.)
e Mr. KERRY. Mr. President, as the
world’s largest economy, I believe the
United States must have the fairest,
most transparent and efficient finan-
cial markets in the world. Our finan-
cial services companies must live up to
the highest standards of account-
ability. This is critical to ensure that
the United States remains strong, com-
petitive and safe in the global econ-
omy. Unfortunately, recent reports of
late trading and market timing have
brought into question whether mutual
fund companies have lived up to the
highest standards of accountability.
They have also shown that the Bush
Administration failed to provide effec-
tive oversight and examination of mu-
tual fund companies, while poorly en-
forcing our securities laws. The inac-
tion of the Bush Administration has
dangerously eroded the trust and con-
fidence of the American people in mu-
tual funds and may have allowed mu-
tual fund companies and big investors
to engage in fraudulent behavior
against individuals and pension funds.

New York and Massachusetts regu-
lators have uncovered a scheme in
which some of America’s top mutual
fund companies let big investors profit
illegally at the expense of small inves-
tors with so-called ‘‘late trades’ and
“market timing.”” The scam appears to
be widespread. Today, roughly half of
all American households own mutual
funds either directly or through a re-
tirement account or pension fund. It’s
been reported that as much as one
quarter of mutual fund companies may
be involved in late trading and market
timing and that such schemes may cost
investors as much as $5 billion annu-
ally.

In a late trade, big investors pur-
chase mutual fund shares after the
close of the market but at the closing
price, allowing them to take advantage
of late-breaking financial news. A mu-
tual fund manager might allow a big
investor to buy shares in a technology
fund at the 4 p.m. close price after
learning at 5 p.m. that a major tech-
nology company has reported unex-
pectedly strong earnings. The investor
is almost guaranteed a profit when the
market opens the following day and
share prices climb. In return for this il-
legal access, the big investor might
pledge to continue to invest in the
fund.

Market timing exploits the unique
way that mutual funds set their prices.
While it is not illegal, most mutual
fund companies assure investors that
they discourage such practices and
that they are working to prevent fund
timing. Under a market timing trade,
big investors trade in and out of cer-
tain mutual funds in order to exploit
the inefficient way mutual funds price
their shares and ensure a profit.

In 2002, individuals who invested in
mutual funds paid approximately $70
billion in advisory and management
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fees, an average of more than $700 per
investor. There is a significant dis-
parity between the rate of advisory
fees charged to mutual fund investors
and the rate paid by institutional in-
vestors, even though they provide the
similar services. Currently, mutual
fund managers are under no obligation
to negotiate advisory and management
fees that are in the best interest of
their shareholders. In some instances,
mutual fund managers has a financial
relationship with the contractor which
receives a no-bid contract from the
same mutual fund.

In a September 2003 complaint, New
York Attorney General Spitzer alleged
that Canary Capital Partners, a New
Jersey hedge fund, engaged in illegal
and unethical trading in mutual funds,
such as late trading and market tim-
ing. After the New York State com-
plaint, the SEC ordered a preliminary
investigation, which found that half of
the 88 mutual fund companies and bro-
kerage firms had arrangements to
make market-timing trades. These ar-
rangements occurred even though
about half of the fund companies have
policies specifically barring market
timing. Other investigations of mutual
fund companies have begun, and it ap-
pears as though many mutual fund
companies have been involved directly
or indirectly in late trading and mar-
ket-timing schemes.

I am very concerned that the actions
of the SEC in response to the State in-
vestigations of late trading and market
timing have been inadequate and show
a bias in favor of mutual fund compa-
nies at the expense of small investors.

For example, earlier this year the
SEC conducted a four-month investiga-
tion of Putnam Investments’ record
keeping, internal controls, and ability
to comply with Federal securities laws.
During that review, a Putnam em-
ployee informed the SEC that the com-
pany had failed to stop improper mar-
ket-timing trades. Despite the tip, SEC
examiners did not identify any prob-
lems with market timing in its report
on Putnam. The Putnam employee,
after being rejected by the SEC,
brought the same information to the
Massachusetts Secretary of State’s of-
fice, which began an investigation.
Only after the Commonwealth of Mas-
sachusetts began an investigation did
the SEC begin its own investigation of
market timing at Putnam. In October,
both the Commonwealth of Massachu-
setts and the SEC charged Putnam
with securities fraud, only months
after the SEC gave Putnam a clean bill
of health. Only a few weeks later, Put-
nam reached a partial settlement of
the securities fraud charges with the
SEC which did not include the Com-
monwealth of Massachusetts. Under
the settlement, Putnam agrees to
make restitution only for losses to in-
vestors attributable to excessive short-
term and market-timing trading by its
employees and to make structural re-
forms. Under the agreement, Putnam
neither admitted nor denied wrong-

CONGRESSIONAL RECORD — SENATE

doing and the SEC still has not inves-
tigated whether outside investors were
engaged in market-timing activities.
New York Attorney General Eliot
Spitzer said that Putnam’s agreement
with the SEC does not address crucial
issues involving restitution to fund
holders, fees and penalties. William
Galvin, the Massachusetts Secretary of
State said that the agreement clearly
demonstrates that the SEC is more in-
terested in protecting the mutual fund
industry than the average investor.

These actions by the SEC highlight a
fundamental problem in the Bush Ad-
ministration’s hands-off approach to
regulating financial markets and the
danger it poses to small investors and
the national economy.

Compounding this danger and lack of
responsible leadership, President Bush
has repeatedly nominated individuals
to important economic positions nota-
ble for their corporate sympathies. The
President selected a lobbyist for finan-
cial deregulation as the chief regulator
of the federal mortgage lender Freddie
Mac. His first SEC chairman was an ac-
counting industry who was forced to
resign in a storm of public outrage over
his lenient treatment of his former
business.

Even after the accounting scandals
that felled Enron and WorldCom, it was
last year’s Democratic Senate that
pushed to enact an historic corporate
reform law and the President who
joined the effort only once its passage
was all but ensured. It was state attor-
neys general who exposed dubious con-
flicts of interest at brokerage houses.
And when energy companies gauged
ratepayers in the West through ques-
tionable trades, the Administration sat
on its hands for months.

The message from the White House
to the regulatory agencies, in actions if
not words, is don’t ask and don’t tell
when it comes to protecting investors
and consumers.

Justice demands that we fully pros-
ecute Wall Street insiders that steal
from Americans saving for retirement,
education or simply a brighter future.
And we can only hope to revive our
economy if we restore investor con-
fidence in the markets so that capital
flows to business growth and job cre-
ation.

To stop the erosion of trust in our fi-
nancial markets and to help restore
the American investor’s faith in the
mutual fund industry, I am introducing
the Mutual Fund Investor Protection
Act to update federal securities laws to
curb late-trading and market-timing
abuses and institute new limits on mu-
tual fund fees paid by investors.

The actions by the SEC show that it
is incapable of protecting investors
from securities fraud by mutual fund
companies and will not prosecute this
type of fraud to the full extent of the
law. Therefore, we must take the day-
to-day oversight of mutual funds away
from the SEC and develop a new Mu-
tual Fund Oversight Board to provide
oversight, examination and enforce-
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ment of mutual funds. This new board
will be similar to the Public Company
Accounting Oversight Board developed
in the Sarbanes-Oxley Act. It will be
charged with identifying potential
problems in the mutual fund industry
and ensuring that fund boards are ac-
tively addressing these problems—be-
fore they spread. It would promulgate
guidance regarding current regulatory
issues and best practices regarding how
to deal with them, and it would exam-
ine mutual funds to ensure that they
are taking necessary steps to protect
shareholders. The Board itself would
determine how to provide an adequate
and reliable source of funding for its
investigations.

I believe that every investor has the
right to know how much their mutual
fund takes away from their investment
to pay for advisory, management, and
investment service fees. Under this leg-
islation, each investor will receive in
their statement a regular accounting
as to what types of fees they are pay-
ing to invest in their mutual fund. This
will help investors shop around and
find the mutual funds that have the
lowest fees. Mutual funds will have to
respond to the changing marketplace
and only charge fees that are abso-
lutely necessary to the management of
the fund. Also, this legislation requires
mutual fund managers to negotiate fee
contracts that are reasonable and in
their investors’ best interest and to re-
port on any significant or material
business or professional relationship
with companies that the mutual fund
provides contracts. Finally, the bill re-
quires each mutual fund to hire a com-
pliance officer to ensure that the mu-
tual fund complies with all relevant
laws and makes sure that they provide
any information on scams to the inde-
pendent mutual fund directors to stop
abuse. Taken together, these provi-
sions will help investors by making it
much more difficult for mutual funds
to charge unreasonable and unneces-
sary fees.

Today, mutual funds are valued once
a day, called the Net Asset Value or
NAYV, usually at 4 p.m. EST, when the
New York market closes. The bill will
require that all mutual fund companies
receive an order prior to the time the
fund sets a share price or NAV for an
investor to receive that day’s price.
This will make it much more difficult
for big investors to use brokers to send
in trades after the 4 p.m. deadline.

We should include late-trading laws
as an offense under the Racketeer In-
fluenced and Corrupt Organization
(RICO) provisions of the criminal code.
First used to prosecute the Mob, RICO
should now be used to stop and punish
organized crime on Wall Street. This
will help limit mutual fund employees
and big investors from attempting to
defraud small investors. It will also
help investors who lose money due to
late-trading schemes to recover treble
damages, costs and attorneys’ fees.

The SEC recently found that many
mutual fund companies and brokerage



November 25, 2003

firms had arrangements with big inves-
tors allowing them to make market-
timing trades even though these fund
companies have policies specifically
barring market timing. My legislation
bars mutual fund employees from en-
gaging in market timing trades. It re-
quires each mutual fund prospectus to
explicitly disclose market-timing poli-
cies and procedures to stop abuse.
Then, it increases penalties for mutual
funds which do not follow their own
policies and procedures to limit abuse.

In order to help stop mutual fund
abuse, this legislation increases the
penalties and jail time for current se-
curities laws including: defrauding the
offer or sale of securities, failing to
keep current and appropriate records of
brokerage transactions, and not selling
or redeeming fund shares at a price
based on current Net Asset Value
(NAV). These changes will make crimi-
nals think twice before committing
violations of securities laws. The pro-
ceeds of the additional fines collected
by this legislation will be put into a
fund to assist the victims of their
crimes.

Today, individual mutual funds are
effectively dominated by their advis-
ers. My legislation strengthens the in-
fluence of independent directors on
fund boards by requiring that inde-
pendent directors comprise at least
three-quarters of the board. It will also
require mutual funds to have an inde-
pendent chairman with the authority
and ability to demand and receive all
information from the fund advisory
and management companies. This will
increase the voice investors have in
fund management and limit mutual
fund abuses.

By developing a new structure to pro-
vide appropriate oversight and enforce-
ment mechanisms to fight abuse in the
mutual fund industry, this legislation
restores the confidence of investors in
mutual funds. Ultimately, investor
confidence will increase investment
and enhance economic growth. I ask all
my colleagues to support this legisla-
tion.e

By Mr. SARBANES (for himself,
Ms. LANDRIEU, Ms. MIKULSKI,
and Mr. ALLEN):

S. 1959. A bill to amend the Federal
Water Pollution Control Act and the
Water Resources Development Act of
1992 to provide for the restoration, pro-
tection, and enhancement of the envi-
ronmental integrity and social and eco-
nomic benefits of the Anacostia Water-
shed in the State of Maryland and the
District of Columbia; to the Committee
on Environment and Public Works.

Mr. SARBANES. Mr. President,
today I am introducing legislation to
bolster efforts to restore the Anacostia
River. Joining me in sponsoring this
measure are my colleagues Senators
LANDRIEU, MIKULSKI and ALLEN. A
companion bill has also been intro-
duced in the House, sponsored by Rep-
resentative ELEANOR HOLMES NORTON
and other members of the Washington
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metropolitan area Congressional Dele-
gation.

Mr. President, the Anacostia River is
a resource rich in history and with tre-
mendous natural resources and rec-
reational potential. It is homes to 43
species of fish, some 200 species of
birds, as well as more than 800,000 peo-
ple whose neighborhoods border the
watershed. Flowing through Mont-
gomery and Prince George’s Counties
in Maryland and emptying into the Po-
tomac at the District of Columbia, the
watershed consists of a 176-square-mile
drainage area. One of the most urban-
ized watersheds in the United States,
the Anacostia suffers a series of prob-
lems including trash, toxic pollution
from urban runoff, sewage pollution
from leaking sewer lines and combined
sewer overflows, sediment pollution
from erosion, and loss of fish and wild-
life and recreational resources. It is a
resource that has long been abused and
neglected, but one that, in my view,
can and must be protected and re-
stored.

Efforts to begin rejuvenating the
Anacostia watershed began formally in
1987 when the State of Maryland, Mont-
gomery and Prince George’s Counties,
and the District of Columbia signed an
Anacostia Watershed Restoration
Agreement. The agreement authorized
the Washington Area Council of Gov-
ernments, COG, to manage the restora-
tion program and the Interstate Com-
mission on the Potomac River Basin,
ICPRB, to protect the resources and fa-
cilitate public participation. COG cre-
ated an Anacostia Watershed Restora-
tion Committee, AWRC, to coordinate
and implement restoration projects
throughout the watershed. Since that
time, local, State, and Federal Govern-
ment agencies, as well as the Anacostia
Watershed Society, the Anacostia Citi-
zens Advisory Committee and other en-
vironmental organizations and dedi-
cated private citizens have contributed
significant resources toward re-estab-
lishing the Anacostia watershed eco-
system.

Thanks to this cooperative and co-
ordinated Federal, State, local and pri-
vate effort, we are beginning to make
some progress in restoring the water-
shed. A Six Point Action Plan was
signed in 1991 setting ambitious and
broad-reaching goals for the river’s res-
toration. In 1993 we celebrated the suc-
cessful restoration of 32 acres of emer-
gent tidal wetlands by the Army Corps
of Engineers at Kenilworth marsh. The
project has shown significant results in
improving tidal water flow through the
marsh, and reducing the concentration
of nitrogen and phosphorus in the area
and demonstrates what can be achieved
in urban river restoration. There have
been other success stories as well in
urban stream restoration in Mont-
gomery and Prince George’s counties,
removing barriers to fish passage and
reforestation efforts throughout the
watershed, to name only a few. In 1999,
a new Anacostia Watershed Agreement
was signed to strengthen the regional
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governmental commitment to Ana-
costia restoration. There are today
more than 60 local, State and Federal
agencies involved in Anacostia water-
shed restoration. And more than $100
million has been spent cleaning up the
river. There is clearly much for which
we can all be proud. But the job of re-
storing the Anacostia watershed is far
from complete. The Anacostia is still
one of North America’s most endan-
gered and threatened rivers. It is des-
ignated one of three ‘‘regions of con-
cern’ for toxics in the Chesapeake Bay
watershed.

The legislation which we are intro-
ducing authorizes more than $200 mil-
lion in Federal assistance over the next
10 years to restore the Anacostia. Of
these funds, $170 million is authorized
to address the biggest pollution prob-
lems in the watershed—stormwater
runoff and failing wastewater infra-
structure. As the builder of much of
the original infrastructure and a major
user, the Federal Government has an
important responsibility to help stem
the flow of this pollution and comply
with the Clean Water Act. The remain-
ing funds will allow the administrator
of EPA, working together with an
“Anacostia Watershed Council”’ of
State and local officials, to develop a
comprehensive environmental protec-
tion and resource management plan for
the watershed, for several Federal
agencies to join in the implementation
of the plan.

Mr. President, the Anacostia River
suffers from centuries of impacts and
changes. Once a healthy, thriving
river, it is today severely degraded.
This legislation is urgently needed if
we are to achieve the goal of making
the Anacostia and its tributaries swim-
mable and fishable again. I urge my
colleagues to join me in supporting
this measure and ask unanimous con-
sent that a section-by-section analysis
of the legislation be printed in the
RECORD.

There being no objection, the anal-
ysis was ordered to be printed in the
RECORD, as follows:

SECTION-BY-SECTION ANALYSIS OF THE ‘‘ANA-

COSTIA WATERSHED INITIATIVE ACT OF 2003

Section 1—Title—"‘The Anacostia Water-
shed Restoration Act of 2003’

Section 2—Findings—Describes the at-
tributes and challenges of the watershed, ad-
dresses the economic and natural potential
of the watershed to Maryland, DC and the
United States; relates the history of efforts
to restore the Anacostia River and water-
shed; and suggests that the importance of
the Anacostia River combined with the need
for concerted sustained actions among the
affected jurisdictions, requires the develop-
ment of comprehensive environmental pro-
tection and resource management action
plan.

Section 3—Anacostia Watershed Initia-
tive—Amends Federal Water Pollution Con-
trol Act (Clean Water Act) by adding a new
section 123 that:

a. Provides definitions.

b. Establishes the ‘‘Anacostia Watershed
Restoration Initiative” in the U.S. Environ-
mental Protection Agency to restore the en-
vironmental integrity of the Anacostia wa-
tershed and plan and fund restoration im-
provements.
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c. Establishes the Anacostia Watershed
Council (comprised of the Administrator of
the EPA, the Interior Secretary, the Sec-
retary of the Army, the Governor of Mary-
land, the Governor of Virginia, the Mayor of
the District of Columbia, and the County Ex-
ecutives from Prince Georges and Mont-
gomery Counties) and provides minimum
meeting requirements.

d. Establishes objectives and guidelines for
the development, review and approval, with-
in one year after enactment, of a 10-year
multi-jurisdictional Comprehensive Action
Plan for restoration of the Anacostia water-
shed. Directs that the comprehensive action
plan shall incorporate the goals of the 1991
Anacostia Watershed Restoration Agree-
ment; provide for public input; identify an-
nual restoration targets, describe the duties
of federal, state and local agencies, and sug-
gest methods, schedules, and amounts of
funding required for programs, activities,
and projects. Directs that the plan shall pro-
mote implementation of a federally approved
combined sewer long term control plan. Al-
lows the plan to be amended as appropriated.

e. Requires the Anacostia Watershed Coun-
cil to report annually to the Congressional
authorizing and appropriating committees.

f. Permits the Administrator, in consulta-
tion with the Anacostia Watershed Council,
to provide financial and technical support to
local public and non-profit entities to de-
velop and implement the Comprehensive Ac-
tion Plan.

g. Directs Under or Assistant Secretaries
of the EPA, Interior, Agriculture, Com-
merce, Army, HUD, and Transportation act-
ing through designed agencies to support the
Initiative and Comprehensive Action Plan.

h. Provides that the Initiative shall not af-
fect existing obligations.

i. Authorizes appropriations for fiscal
years 2004-2013; $3,000,000 to the Adminis-
trator for development and implementation
of the Initiative and $6,000,000 of which shall
be used by EPA, Interior, Agriculture, Com-
merce, Transportation, HUD, and the Army;
provided that not more than 10 percent of
these funds may be used for administrative
costs.

Section 4—Water Infrastructure—Amends
Section 219(f) of the Water Resource Devel-
opment Act to provide $150 million to sup-
port upgrading the DC combined sewer and
$20 million for a program of assistance to
non-federal entities to address other water
quality issues.

By Mrs. BOXER:

S. 1960. A bill to exempt airports in
economically depressed communities
from matching grant obligations under
the Airport Improvement Program; to
the Committee on Commerce, Science,
and Transportation.

Mrs. BOXER. Mr. President, last
summer I visited Del Norte County—in
the most northern part of my State.
Del Norte County has been hit particu-
larly hard during these tough economic
times. Unemployment in the county
tops 7.6 percent. Local officials are
working hard to revitalize the econ-
omy, and one of their top priorities is
to renovate Del Norte County’s airport.
And they would like federal assistance.

However, under the federal Airport
Improvement Program, federal grants
must be matched with local funds. In
general, I support that policy. But, for
communities facing severe economic
problems, this match is prohibitive.
It’s a bit of a Catch-22. The Federal
funds that would help the local econ-
omy rebound are not available because
the local economy is in such bad shape
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that the community can’t match the
federal grants.

The bill that I am introducing today
would address this by eliminating the
match required under the Airport Im-
provement Program for economically
depressed communities.

To be considered an economically de-
pressed community, a community
would have a variety of ways to qual-
ity. First, for the last two years, the
unemployment rate could be one per-
cent higher than the nation’s unem-
ployment rate. Second, the per capita
income of the community could be 80
percent or less of the nation’s per cap-
ita income. Or third, the Secretary of
Transportation could decide that a par-
ticular community had a special needs.
These criteria are consistent with
other provisions of federal law.

I believe that by waiving the match-
ing grant in communities that have a
high unemployment rate or low per
capita income, we will help to rejuve-
nate their business climate and rein-
vigorate their local economies.

With a little bit of help, I am very
optimistic about the future of Del
Norte County and other areas in Cali-
fornia and across the Nation that are
facing tough economic times. This bill
will provide that little bit of help.

By Mr. HOLLINGS (for himself,
Ms. COLLINS, Mr. CARPER, Mr.
SPECTER, Mr. JEFFORDS, Mr.
LAUTENBERG, and Mr. BIDEN):

S. 1961. A bill to provide for the revi-
talization and enhancement of the
American passenger and freight rail
transportation system; to the Com-
mittee on Commerce, Science, and
Transportation.

Mr. HOLLINGS. Mr. President, I rise
today to introduce the American Rail-
road Revitalization, Investment, and
Enhancement Act of the 21st Century,
better known as ‘“‘ARRIVE-21.” This
legislation is of wvital importance to
rail transportation because it provides
steady, dependable funding for our be-
leaguered national passenger rail sys-
tem. It also provides funding for infra-
structure investment in the railroad
industry as a whole, including freight
railroads. And it establishes a financ-
ing mechanism to ensure that our rail
system benefits from a steady stream
of funding, just like our airline indus-
try, our transit systems, and our na-
tional highway system.

For the past 30 years, Amtrak has
provided us with a valuable public serv-
ice, even though it was forced year
after year to come beg for money from
the Congress. And year after year, the
Congress gave it just enough money to
barely survive another 12 months.
Sometimes Congress didn’t appropriate
even enough money to last 12 months,
and Amtrak had to come back and beg
for a supplemental appropriation just
to remain in business until the end of
the fiscal year. Never mind having
enough money to grow the railroad;
never mind having enough money to
run a first-class passenger railroad.
And never mind having enough money
to keep the infrastructure in a state of
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good repair. All Amtrak has been able
to do for 30 years is stay alive. It’s
time to give Amtrak the tools and
funding it needs to do the job we keep
asking it to do.

Last year I introduced the National
Defense Rail Act of 2002 which was ap-
proved by the Senate Commerce Com-
mittee by a vote of 20-3. We have
shown that bipartisan support exists
for authorizing a strong rail program,
however the main obstacle we have
faced has been securing funding to live
up to the authorized amounts. This leg-
islation attempts to address the lack of
a guaranteed revenue stream for pas-
senger rail programs and establishes a
framework to address freight needs
where there is a clear public benefit.

It’s a foregone conclusion that trans-
portation development requires money.
We somehow figured this out a long
time ago with regard to every other
mode of transportation. We federally
funded the development of the inter-
state highway system; we subsidized
airport construction; we dredged har-
bors and channels; and we built locks
and dams. And the result of all that in-
vestment is that our citizens and our
goods can move across the country,
from big cities and from small towns,
efficiently and relatively cheaply. We
have today a national transportation
system with many impressive compo-
nents.

You might even say we have been a
little too successful with these modes
of transportation because many of
them are now strained to capacity in
many areas of the country. This situa-
tion presents not only an economic di-
lemma, but also a genuine security
risk. The atrocious events of Sep-
tember 11th, and the aftermath that
followed, exposed the vulnerability of
our society and our economy when
transportation choices become limited
and our mobility is diminished. Effec-
tive transportation security means
that, as a Nation, we nurture all trans-
portation options and we do not allow
ourselves to be overly dependent on
only one or two particular modes. In
effect, that’s what we have done by fa-
voring highways and aviation, where
we have directed the flow of billions of
dollars. Ironically, rail passenger serv-
ice is more environmentally-friendly,
more fuel-efficient, and more capable
of mitigating the impacts of popu-
lation congestion to help foster re-
gional economic growth than any of
the other modes. But in the process of
shoring up those other transportation
modes for all those years, we lost our
focus on passenger rail and we sadly
neglected investing in its development.

For passenger rail to be successful,
its infrastructure must be developed
through the kind of bold Federal lead-
ership we exercised for our other modes
of transportation. That’s why my col-
leagues and I are pleased to introduce
this landmark piece of legislation de-
signed to change the way we think
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about financing passenger rail service
and designed to grow our passenger rail
system into the world-class system it
should be. The bill creates Federal/
State and public/private partnerships
to promote infrastructure development
for both freight and passenger rail. It
provides $20-$25 billion in grants over
six years to States and State compacts
for rail capital projects to provide for a
safe, secure, and efficient rail transpor-
tation system. It enhances Federal and
State rail transportation policy, and it
promotes intermodal transportation
investment.

ARRIVE-21 creates a non-profit Rail
Infrastructure Finance Corporation
(RIFCO) to issue $30 billion in tax-cred-
it bonds over six years for the purpose
of providing grants to States for cap-
ital investment in freight and pas-
senger rail infrastructure and facili-
ties. RIFCO will establish a trust ac-
count made up of bond proceeds and
contributions from States that receive
RIFCO grants. Bond proceeds and State
contributions in excess of the amount
required to maintain the trust account
will then be available for grants to the
States through a competitive process.

Although my first choice would be to
fully fund the needs authorized in this
legislation by straight federal spend-
ing, it has become clear that over the
last thirty years that there is no pot of
gold at the end of the rainbow when it
comes to Amtrak. There is not enough
money in the scant pot available for
discretionary spending on transpor-
tation programs. We have established
dedicated trust funds for the airlines
with their ticket taxes, and we have
the trust fund for the highways and
transit programs which are funded
through the gas tax, but when it comes
to passenger railroads, there is no such
revenue stream. The establishment of
RIFCO was not my first choice to fi-
nance the publicly needed improve-
ments of the railroad system, but it is
an option for the Congress to debate
and consider as we attempt to address
what we need the rail system to do for
this country.

RIFCO is set up to assist the States
fund both passenger and freight
projects that benefit the public on a
State, regional or national basis. State
or State compacts may apply for
RIFCO funds for discretionary and for-
mula funds for capital projects in four
categories: State Intercity Passenger
Rail Corridor Development, including
equipment, stations, and facilities.
State Freight Rail Infrastructure De-
velopment Projects, including capital
projects that primarily benefit freight
rail transportation. States may use a
percentage of these formula funds to
manage State rail programs. National
System Improvement Projects, includ-
ing projects that significantly benefit
the national passenger rail system,
Amtrak-sponsored projects and North-
east Corridor projects. High Priority
Projects, including projects with major
public policy benefits to the national
rail system or significantly expand rail
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intermodal capacity in connection with
maritime, aviation, and highway facili-
ties.

Eligible capital projects would in-
clude new rail line development, plan-
ning and environmental reviews, track
upgrades and restoration, highway-rail
grade crossing improvements and
eliminations, relocation of track, in-
frastructure and facilities, construc-
tion of intermodal facilities and pas-
senger rail stations, tunnel and bridge
repairs, communication and signaling
improvements, environmental impact
mitigation, acquisition of passenger
rail equipment, and security improve-
ments. Projects to receive discre-
tionary funding would be selected by
RIFCO according to selection criteria
contained in the bill. The projects
would require a 20 percent non-Federal
contribution paid to RIFCO for bond
repayment.

ARRIVE-21 also directs the Federal
Railroad Administration to develop a
National Rail Plan and to work with
States in developing State rail plans,
so that we have a comprehensive and
coordinated long-range plan for rail de-
velopment for the whole country. The
bill also directs the Office of Intermod-
alism in the Department of Transpor-
tation to create a ‘‘50-Year Blueprint”’
for the development of a national
intermodal transportation system and
provide a vision of emerging trends and
opportunities for the future of pas-
senger and freight rail transportation.

Before I close, I would be remiss if I
did not recognize the work of Nancy
Lummens Lewis, a detailee from the
Federal Railroad Administration, who
has worked on the Commerce Com-
mittee since January. We have appre-
ciated her ©professionalism, com-
petency, and her willingness to work
and share her time with us. I thank
Nancy for her time spent on this bill,
as well as her efforts on the reauthor-
ization of the Transportation Equity
Act of the 21st Century, The Federal
Railroad Safety Improvement Act, and
The Surface Transportation Board Act
of 2003. We wish her well in her future
endeavors.

ARRIVE-21 presents a smart and effi-
cient solution to a very important
transportation dilemma. I am joined by
several of my colleagues, including
Senators COLLINS, SPECTER, CARPER
and JEFFORDS, in introducing this bi-
partisan legislation. As we have passed
legislation this week providing ap-
proximately $15 billion annually for
aviation for the next 4 years, and plan
to take up a highway bill next year
which will spend $40 to $60 billion an-
nually on highways and transit over
six years, we must not leave rail out. It
is critical that the Senate take this
bill up, and pass it, to ensure that our
railroad transportation system, espe-
cially our passenger rail system, can
grow and develop to meet our current
and future transportation needs.

Attached is an amendment that the
sponsors of ARRIVE-21 intend to offer
during floor consideration of the bill. I

S15987

ask unanimous consent that the
amendment and the text of the bill be
printed in the RECORD.

There being no objection, the amend-
ment and the bill was ordered to be
printed in the RECORD, as follows:

AMENDMENT

TITLE VIII—RAIL INFRASTRUCTURE TAX
CREDIT BONDS
SEC. 801. CREDIT TO HOLDERS OF QUALIFIED
RAIL INFRASTRUCTURE BONDS.

(a) IN GENERAL.—Part IV of subchapter A
of chapter 1 of the Internal Revenue Code of
1986 (relating to credits against tax) is
amended by adding at the end the following
new subpart:

“Subpart H—Nonrefundable Credit for Hold-
ers of Qualified Rail Infrastructure Bonds

‘“Sec. b4. Credit to holders of qualified rail
infrastructure bonds.
“SEC. 54. CREDIT TO HOLDERS OF QUALIFIED
RAIL INFRASTRUCTURE BONDS.

‘‘(a) ALLOWANCE OF CREDIT.—In the case of
a taxpayer who holds a qualified rail infra-
structure bond on a credit allowance date of
such bond which occurs during the taxable
year, there shall be allowed as a credit
against the tax imposed by this chapter for
such taxable year an amount equal to the
sum of the credits determined under sub-
section (b) with respect to credit allowance
dates during such year on which the tax-
payer holds such bond.

“(b) AMOUNT OF CREDIT.—

‘(1) IN GENERAL.—The amount of the credit
determined under this subsection with re-
spect to any credit allowance date for a
qualified rail infrastructure bond is 25 per-
cent of the annual credit determined with re-
spect to such bond.

‘(2) ANNUAL CREDIT.—The annual credit de-
termined with respect to any qualified rail
infrastructure bond is the product of—

““(A) the applicable credit rate, multiplied
by

‘“(B) the outstanding face amount of the
bond.

‘“(3) APPLICABLE CREDIT RATE.—For pur-
poses of paragraph (2), the applicable credit
rate with respect to an issue is the rate,
equal to an average market yield (as of the
day before the date of sale of the issue) on
outstanding long-term corporate debt obliga-
tions (determined under regulations pre-
scribed by the Secretary).

‘“(4) CREDIT ALLOWANCE DATE.—For pur-
poses of this section, the term ‘credit allow-
ance date’ means—

“(A) March 15,

“(B) June 15,

“(C) September 15, and

‘(D) December 15.

Such term includes the last day on which the
bond is outstanding.

‘“(b) SPECIAL RULE FOR ISSUANCE AND RE-
DEMPTION.—In the case of a bond which is
issued during the 3-month period ending on a
credit allowance date, the amount of the
credit determined under this subsection with
respect to such credit allowance date shall
be a ratable portion of the credit otherwise
determined based on the portion of the 3-
month period during which the bond is out-
standing. A similar rule shall apply when the
bond is redeemed.

‘“(c) LIMITATION BASED ON AMOUNT OF
TAX.—The credit allowed under subsection
(a) for any taxable year shall not exceed the
excess of—

‘(1) the sum of the regular tax liability (as
defined in section 26(b)) plus the tax imposed
by section 55, over

‘“(2) the sum of the credits allowable under
this part (other than this subpart and sub-
part C).
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‘(d) CREDIT INCLUDED IN GROSS INCOME.—
Gross income includes the amount of the
credit allowed to the taxpayer under this
section (determined without regard to sub-
section (e)) and the amount so included shall
be treated as interest income.

“(c) QUALIFIED RAIL, INFRASTRUCTURE
BoND.—For purposes of this part, the term
‘qualified rail infrastructure bond’ means
any bond issued as part of an issue if—

‘(1) the bond is issued by the Rail Infra-
structure Finance Corporation and is in reg-
istered form,

‘“(2) the term of each bond which is part of
such issue does not exceed 20 years,

¢“(3) the payment of principal with respect
to such bond is the obligation of the Rail In-
frastructure Finance Corporation and not an
obligation of the United States,

‘“(4) all proceeds from the sale of the issue
are used for the purposes set forth in section
507(c)(b) of the Arrive 21 Act, and

““(6) 95 percent or more of the net spendable
proceeds from the sale of such issue are to be
used for expenditures incurred after the date
of enactment of this section for any qualified
project described in section 601, 602, or 603 of
the Arrive 21 Act subject to the limitations
established by that Act.

“(f) SPECIAL RULES RELATING TO NET
SPENDABLE PROCEEDS.—

‘(1) IN GENERAL.—Subject to paragraph (2),
an issue shall be treated as meeting the re-
quirements of this subsection if, as of 6 years
after the date of issuance, the issuer reason-
ably expects—

“(A) to award grants under sections 501,
502, and 503 of the Arrive 21 Act in a total
amount that is at least 95 percent of the net
spendable proceeds of the issue for 1 or more
qualified projects within the 6-year period
beginning on such date,

‘(B) to incur a binding commitment with a
third party—

‘(i) to spend at least 10 percent of the net
spendable proceeds of the issue, or to com-
mence construction, with respect to such
projects within the 12-month period begin-
ning on such date, and

‘‘(ii) to proceed with due diligence to com-
plete such projects, and

“(C) to expend the total amount of the net
spendable proceeds of the issue.

‘(2) RULES REGARDING CONTINUING COMPLI-
ANCE AFTER 6-YEAR DETERMINATION.—If at
least 95 percent of the net spendable proceeds
of the issue is not awarded as grants to be
expended for 1 or more qualified projects
within the 6-year period beginning 6 years
after the date of issuance, but the require-
ments of paragraph (1) are otherwise met, an
issue shall be treated as continuing to meet
the requirements of paragraph (1) if either
the requirement under subparagraph (A) or
the requirements under subparagraph (B) are
met, as follows:

““(A) The issuer uses all unspent proceeds
from the sale of the issue to redeem bonds of
the issue within 90 days after the end of such
6-year period and disburses any remaining
net spendable proceeds to the Secretary of
Treasury within 30 days after the end of such
6-year period.

‘“(B) The issuer—

‘(i) awards in grants under sections 501,
502, and 503 of the Arrive 21 Act at least 75
percent of the net spendable proceeds of the
issue for 1 or more qualified projects within
the 6-year period beginning 6 years after the
date of issuance, and

‘‘(ii) awards in grants under sections 501,
502, and 503 of the Arrive 21 Act at least 95
percent of the net spendable proceeds of the
issue for 1 or more qualified projects within
the 7-year period beginning 6 years after the
date of issuance.

‘(g) RECAPTURE OF PORTION OF CREDIT
WHERE CESSATION OF COMPLIANCE.—
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‘(1) IN GENERAL.—If any bond which when
issued purported to be a qualified rail infra-
structure bond ceases to be such a qualified
bond, the issuer shall pay to the United
States (at the time required by the Sec-
retary) an amount equal to the sum of—

““(A) the aggregate of the credits allowable
under this section with respect to such bond
(determined without regard to subsection
(c)) for taxable years ending during the cal-
endar year in which such cessation occurs
and the 2 preceding calendar years, and

‘(B) interest at the underpayment rate
under section 6621 on the amount determined
under subparagraph (A) for each calendar
year for the period beginning on the first day
of such calendar year.

¢“(2) NONCULPABLE DISQUALIFICATIONS.—If a
qualified rail infrastructure bond ceases to
qualify as such a bond due to action taken
by the recipient of a grant made under sec-
tion 601, 602, or 603 of the Arrive 21 Act, the
issuer may seek compensation under para-
graph (1) of this subsection.

“(h) RAIL  INFRASTRUCTURE
TRUST.—

‘(i) IN GENERAL.—The following amounts
shall be held in a trust account by the Rail
Infrastructure Finance Corporation:

‘“(A) An amount of the proceeds from the
sale of all bonds designated for purposes of
this section that, when combined with
amounts described in subparagraphs (B), (C),
and (D), is sufficient—

‘(1) to ensure the Corporation’s ability to
redeem all bonds upon maturity; and

‘“(i1) to pay the administrative expenses of
the Corporation and the Rail Infrastructure
Finance Trust.

‘(B) The amount of any on-Federal con-
tributions required under section 604(b) of
the Arrive 21 Act.

‘“(C) The temporary period investment
earnings on proceeds from the sale of such
bonds.

‘D) Any earnings on any amounts de-
scribed in subparagraph (A), (B), or (C).

‘“(2) USE OF FUNDS.—Amounts in the trust
account may be used only for investment
purposes to generate sufficient funds to re-
deem qualified rail infrastructure bonds at
maturity and pay the administrative ex-
penses of the Corporation and the Trust.

¢“(3) USE OF REMAINING FUNDS ON TRUST AC-
COUNT.—If the Corporation determines that
the amount in the trusts account exceeds the
amount required to comply with paragraph
(2), the Corporation may transfer the excess
to the Rail Infrastructure Investment ac-
count to be available for awarding grants as
provided for in section 507(c)(5)(B) of the Ar-
rive 21 Act.

‘“(4) REVERSION OF REMAINING PROCEEDS.—
Upon retirement of all bonds issued by the
Corporation, any remaining proceeds from
the sale of such bonds shall be covered into
the general fund of the Treasury of the
United States as miscellaneous receipts.

‘(i) OTHER DEFINITIONS AND SPECIAL
RULES.—For purposes of this section—

‘(1) BOND.—The term ‘bond’ includes any
obligation.

““(2) NET SPENDABLE PROCEEDS.—The terms
‘net spendable proceeds’ has the meaning
give such term in section 507(c)(6) of the Ar-
rive 21 Act.

‘(3) QUALIFIED PROJECT.—The term ‘quali-
fied project’ means any project that is eligi-
ble for grant funding under section 601, 602,
or 603 of the Arrive 21 Act.

‘“(4) PARTNERSHIP; S CORPORATION; AND
OTHER PASS-THRU ENTITIES.—Under regula-
tions prescribed by the Secretary, in the case
of a partnership, trust, S corporation, or
other pass-thru entity, rules similar to the
rules of section 41(g) shall apply with respect
to the credit allowable under subsection (a).

() BONDS HELD BY REGULATED INVESTMENT
COMPANIES.—If any qualified rail infrastruc-
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ture bond is held by a regulated investment
company, the credit determined under sub-
section (a) shall be allowed to shareholders
of such company under procedures prescribed
by the Secretary.

‘‘(6) REPORTING.—Issuers of qualified rail
infrastructure bonds shall submit reports
similar to the reports required under section
149(e).”.

(b) AMENDMENTS TO OTHER CODE SEC-
TIONS.—

(1) REPORTING.—Subsection (d) of section
6049 of the Internal Revenue Code of 1986 (re-
lating to returns regarding payments of in-
terest) is amended by adding at the end the
following new paragraph:

‘“(8) REPORTING OF CREDIT ON QUALIFIED
RAIL INFRASTRUCTURE BONDS.—

‘““(A) IN GENERAL.—For purposes of sub-
section (a), the term ‘interest’ includes
amounts includible in gross income under
section 54(d) and such amounts shall be
treated as paid on the credit allowance date
(as defined in section 54(b)(4)).

‘“(B) REPORTING TO CORPORATIONS, ETC.—
Except as otherwise provided in regulations,
in the case of any interest described in sub-
paragraph (A), subsection (b)(4) shall be ap-
plied without regard to subparagraphs (A),
(H), (D), (J), (K), and (L)(Q) of such subsection.

‘“(C) REGULATORY AUTHORITY.—The Sec-
retary may prescribe such regulations as are
necessary or appropriate to carry out the
purposes of this paragraph, including regula-
tions which require more frequent or more
detailed reporting.”’.

(2) TREATMENT FOR ESTIMATED TAX PUR-
POSES.—

(A) INDIVIDUAL.—Section 6654 of such Code
(relating to failure by individual to pay esti-
mated income tax) is amended by redesig-
nating subsection (m) as subsection (n) and
by inserting after subsection (1) the fol-
lowing new subsection:

“(m) SPECIAL RULE FOR HOLDERS OF QUALI-
FIED RAIL INFRASTRUCTURE BONDS.—For pur-
poses of this section, the credit allowed by
section 54 to a taxpayer by reason of holding
a qualified rail infrastructure bond on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.”.

(B) CORPORATE.—Section 6655 of such Code
(relating to failure by corporation to pay es-
timated income tax) is amended by adding at
the end of subsection (g) the following new
paragraph:

‘“(5) SPECIAL RULE FOR HOLDERS OF QUALI-
FIED RAIL INFRASTRUCTURE BONDS.—For pur-
poses of this section, the credit allowed by
section 54 to a taxpayer by reason of holding
a qualified rail infrastructure bond on a
credit allowance date shall be treated as if it
were a payment of estimated tax made by
the taxpayer on such date.”.

(¢) CLERICAL AMENDMENTS.—

(1) The table of subparts for part IV of sub-
chapter A of chapter 1 is amended by adding
at the end the following new item:

“Subpart H. Nonrefundable Credit for Hold-
ers of Qualified Rail Infrastruc-
ture Bonds.”".

(2) Section 6401(b)(1) is amended by strik-
ing ‘‘and G’ and inserting “G, and H”’.

SEC. 802. ISSUANCE OF REGULATIONS.

The Secretary of the Treasury shall issue
regulations required under section 54 of the
Internal Revenue Code of 1986 not later than
90 days after the date of the enactment of
this Act.

SEC. 803. EFFECTIVE DATE.

The amendments made by section 701 shall
apply to obligations issued after the date of
enactment of this Act.

On page 3, at the end of the matter appear-
ing before line 1, insert the following:
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TITLE VIII—RAIL INFRASTRUCTURE TAX
CREDIT BONDS

Sec. 801. Credit to holders of qualified rail in-
frastructure bonds.
Sec. 802. Issuance of regulations.
Sec. 803. Effective date.
S. 1961

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘‘American Railroad Revitalization, In-
vestment, and Enhancement Act of the 21st
Century”’ or the ‘““‘Arrive 21 Act’.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

Sec. 2. Amendment of title 49, United States
Code.

Sec. 3. Purposes.

TITLE I—RAIL TRANSPORTATION

SECURITY
Sec. 101. Rail transportation security risk
assessment.
Sec. 102. Certain personnel limitations not to
apply.

TITLE II—FEDERAL RAIL POLICY
Sec. 201. Federal rail policy enhancement.
Sec. 202. Rail cooperative research program.
Sec. 203. State rail plans.

Sec. 204. Interstate railroad passenger high-
speed transportation policy.

Sec. 205. High-speed rail corridor planning.

Sec. 206. Designated high-speed rail cor-
ridors.

Sec. 207. Rehabilitation, improvement, and
security financing.

Sec. 208. Repayment of loan to National
Railroad Passenger Corpora-
tion.

TITLE III-INTERMODAL POLICY

Sec. 301. 50-year intermodal blueprint.

Sec. 302. Intermodal transportation policy.
TITLE IV—AMTRAK AUTHORIZATIONS
Sec. 401. National Railroad Passenger Trans-

portation system defined.
Sec. 402. Restructuring of long-term debt and
capital leases.

Sec. 403. General Amtrak authorizations.

Sec. 404. Excess railroad retirement.

Sec. 405. Authorizations for environmental
compliance and station im-
provements.

Sec. 406. Tunnel life safety.

Sec. 407. Authorization for capital and oper-
ating expenses.

Sec. 408. Establishment of grant process.

Sec. 409. State-supported routes.

Sec. 410. Re-establishment of Northeast Cor-
ridor Safety Committee.

Sec. 411. Amtrak board of directors.

Sec. 412. Establishment of financial account-
ing system for Amtrak oper-
ations by independent auditor.

Sec. 413. Development of 5-year financial
plan.

Sec. 414. Independent auditor to establish
methodologies for Amtrak
route and service planning deci-
sions.

Sec. 415. Metrics and standards.

Sec. 416. On-time performance.

TITLE V—RAIL INFRASTRUCTURE

FINANCE CORPORATION

501. Establishment of corporation.

502. Board of directors.

503. Officers and employees.

504. Nonprofit and nonpolitical nature of
the corporation.

505. Purpose and activities of corpora-
tion.

506. Report to Congress.

507. Administrative matters.

508. Rail Infrastructure Finance Trust.

Sec.
Sec.
Sec.
Sec.

Sec.
Sec.

Sec.
Sec.
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TITLE VI—RAIL DEVELOPMENT GRANT
PROGRAMS

601. Intercity passenger rail develop-
ment grant program.

Sec. 602. Freight rail infrastructure develop-
ment grant program.

603. High priority projects grant pro-
gram.

604. Grant program requirements and
limitations.

Sec. 605. Standards and conditions.

Sec. 606. Grant program funding.

TITLE VII—AUTHORIZATION OF
APPROPRIATIONS
Sec. 701. Authorization of Appropriations.
SEC. 2. AMENDMENT OF TITLE 49, UNITED
STATES CODE.

Except as otherwise expressly provided,
whenever in this Act an amendment or re-
peal is expressed in terms of an amendment
to, or a repeal of, a section or other provi-
sion, the reference shall be considered to be
made to a section or other provision of title
49, United States Code.

SEC. 3. PURPOSES.

The purposes of this Act are—

(1) to ensure more adequate financing of
infrastructure projects for the national rail
transportation system through—

(A) the establishment of the nonprofit Rail
Infrastructure Finance Corporation to pro-
vide financial support for rail infrastructure
improvement projects by issuing qualified
rail transportation bonds; and

(B) the provision of appropriate tax treat-
ment of qualified rail transportation bonds
S0 issued;

(2) to create a partnership between public
and private entities to promote freight and
passenger rail infrastructure development
that benefits the public;

(3) to provide resources to States and
groups of States for rail capital projects that
result in a safe, secure, and efficient rail
transportation system;

(4) to enhance Federal and State rail trans-
portation policy and planning;

(5) to promote intermodal transportation
investment, planning, and coordination; and

(6) to reauthorize the National Railroad
Passenger Corporation and reaffirm the Fed-
eral commitment to a national system of
intercity passenger 191 transportation.

TITLE I—RAIL TRANSPORTATION
SECURITY
SEC. 101. RAIL TRANSPORTATION SECURITY RISK
ASSESSMENT.

(a) IN GENERAL.—

(1) ASSESSMENT.—The Secretary of Home-
land Security, in consultation with the Sec-
retary of Transportation, shall assess the se-
curity risks associated with freight and
intercity passenger rail transportation and
develop prioritized recommendations for—

(A) improving the security of rail infra-
structure and facilities, terminals, tunnels,
rail bridges, rail switching areas, and other
areas identified by the Secretary as posing
significant rail-related risks to public safety
and the movement of interstate commerce,
taking into account the impact that any pro-
posed security measure might have on the
provision of rail service;

(B) deploying chemical
weapon detection equipment;

(C) training employees in terrorism re-
sponse activities; and

(D) identifying the immediate and long-
term economic impact of measures that may
be required to address those risks.

(2) EXISTING PRIVATE AND PUBLIC SECTOR
EFFORTS.—The assessment shall include a re-
view of any actions already taken or pro-
spective actions necessary to address identi-
fied security issues by both public and pri-
vate entities.

Sec.

Sec.

Sec.

and biological
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(b) CONSULTATION; USE OF EXISTING RE-
SOURCES.—In carrying out the assessment re-
quired by subsection (a), the Secretary shall
consult with rail management, rail labor, fa-
cility owners and operators, and public safe-
ty officials (including officials responsible
for responding to emergencies).

(C) REPORT.—

(1) CONTENTS.—Within 180 days after the
date of enactment of this Act, the Secretary
shall transmit to the Senate Committee on
Commerce, Science, and Transportation and
the House of Representatives Committee on
Transportation and Infrastructure a report,
without compromising national security,
containing the assessment and prioritized
recommendations required by subsection (a).

(2) FORMAT.—The Secretary may submit
the report in both classified and redacted
formats if the Secretary determines that
such action is appropriate or necessary.

(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary $515,000,000 for fiscal year 2004
to carry out this section, implement the
measures contained in the Secretary’s
prioritized recommendations, and award
grants for purposes identified in the assess-
ment in subsection (a), such sums to remain
available until expended.

SEC. 102. CERTAIN PERSONNEL LIMITATIONS
NOT TO APPLY.

Any statutory limitation on the number of
employees in the Transportation Security
Administration of the Department of Trans-
portation, before or after its transfer to the
Department of Homeland Security, does not
apply to the extent that any such employees
are responsible for implementing the provi-
sions of this Act.

TITLE II-FEDERAL RAIL POLICY
SEC. 201. FEDERAL RAIL POLICY ENHANCEMENT

Section 103 is amended to read as follows:
“§103. Federal Railroad Administration

‘““(a) IN GENERAL.—The Federal Railroad
Administration is an administration in the
Department of Transportation.

““(b) ADMINISTRATOR.—The head of the Ad-
ministration is the Administrator who is ap-
pointed by the President, by and with the ad-
vice and consent of the Senate. The Adminis-
trator reports directly to the Secretary of
Transportation.

‘“(¢) SAFETY.—To carry out all railroad
safety laws of the United States, the Admin-
istration is divided on a geographical basis
into at least 8 safety offices. The Secretary
of Transportation is responsible for all acts
taken under those laws and for ensuring that
the laws are uniformly administered and en-
forced among the safety offices.

¢(d) POWERS AND DUTIES.—

‘(1) IN GENERAL.—The Administrator shall
carry out—

‘“(A) the duties and powers related to rail
road safety vested in the Secretary by sec-
tion 20134(c) and chapters 203 through 211 of
this title, and chapter 213 of this title in car-
rying out chapters 203 through 211;

‘(B) the duties and powers related to rail-
road policy and development under sub-
section (e); and

‘“(C) any additional duties and powers pre-
scribed by the Secretary.

‘‘(2) TRANSFERS.—A duty or power specified
by paragraph (1)(A) of this subsection may be
transferred to another part of the Depart-
ment only when specifically provided by law
or a reorganization plan submitted under
chapter 9 of title 5. A decision of the Admin-
istrator in carrying out those duties or pow-
ers and involving notice and hearing re-
quired by law is administratively final.

‘“(3) CONTRACTS, GRANTS, LEASES, COOPERA-
TIVE AGREEMENTS, AND SIMILAR TRANS-
ACTIONS.—Subject to the provisions of sub-
title I of title 40 and title III of the Federal
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Property and Administrative Services Act of
1949 (41 U.S.C. 251 et seq.), the Secretary of
Transportation may make, enter into, and
perform such contracts, grants, leases, coop-
erative agreements, and other similar trans-
actions with Federal or other public agencies
(including State and local governments) and
private organizations and persons, and make
such payments, by way of advance or reim-
bursement, as the Secretary may determine
to be necessary or appropriate to carry out
functions of the Federal Railroad Adminis-
tration. The authority of the Secretary
granted by this paragraph shall be carried
out by the Administrator.

‘‘(e) ADDITIONAL DUTIES OF THE ADMINIS-
TRATOR.—The Administrator shall—

‘(1) provide assistance to States in devel-
oping State rail plans prepared under section
22501 and review all State rail plans sub-
mitted under such section 22501;

‘(2) develop a long range national rail plan
that is consistent with approved State rail
plans, the 50-year Intermodal Blueprint de-
veloped under section 5503(e), and the rail
needs of the Nation, as determined by the
Secretary in order to promote an integrated,
cohesive, efficient, and optimized national
rail system for the movement of goods and
people;

‘“(3) develop a preliminary national rail
plan within a year after the date of enact-
ment of the Arrive 21 Act;

‘‘(4) develop and enhance partnerships with
the freight and passenger railroad industry,
States, and the public concerning rail devel-
opment;—

‘() support rail intermodal development
and high-speed rail development, including
high speed rail planning under section 205;

‘(6) ensure that programs and initiatives
developed under this section benefit the pub-
lic and work toward achieving regional and
national transportation goals; and

‘(7 facilitate and coordinate efforts to as-
sist freight and passenger rail carriers, tran-
sit agencies and authorities, municipalities,
and States in passenger-freight service inte-
gration on shared rights of way by providing
neutral assistance at the joint request of af-
fected rail service providers and infrastruc-
ture owners relating to operations and ca-
pacity analysis, capital requirements, oper-
ating costs, and other research and planning
related to corridors shared by passenger or
commuter rail service and freight rail oper-
ations.

“(f) PERFORMANCE GOALS AND REPORTS.—

‘(1) PERFORMANCE GOALS.—In conjunction
with the objectives established and activities
undertaken under section 103(e) of this title,
the Administrator shall develop a schedule
for achieving specific, measurable perform-
ance goals.

‘“(2) RESOURCE NEEDS.—The strategy and
annual plans shall include estimates of the
funds and staff resources needed to accom-
plish each goal and the additional duties re-
quired under section 103(e).

‘“(3) SUBMISSION WITH PRESIDENT’S BUDG-
ET.—Beginning with fiscal year 2005 and each
fiscal year thereafter, the Secretary shall
submit to Congress, at the same time as the
President’s budget submission, the Adminis-
tration’s performance goals and schedule de-
veloped under paragraph (1), including an as-
sessment of the progress of the Administra-

tion toward achieving its performance
goals.”.
SEC. 202. RAIL COOPERATIVE RESEARCH PRO-

GRAM.

(a) REQUIREMENT FOR PROGRAM.—

(1) ESTABLISHMENT AND CONTENT.—Chapter
249 is amended by adding at the end the fol-
lowing:

“§24910. Rail cooperative research program

‘‘(a) IN GENERAL.—The Secretary shall es-
tablish and carry out a rail cooperative re-
search program. The program shall—
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‘(1) address, among other matters, inter-
city rail passenger and freight rail services,
including existing rail passenger and freight
technologies and speeds, incrementally en-
hanced rail systems and infrastructure, and
new high-speed wheel-on-rail systems and
rail security;

’’(2) address ways to expand the transpor-
tation of international trade traffic by rail,
enhance the efficiency of intermodal inter-
change at ports and other intermodal termi-
nals, and increase capacity and availability
of rail service for seasonal freight needs;

‘“(3) consider research on the interconnect-
edness of commuter rail, passenger rail,
freight rail, and other rail networks; and

‘“(4) give comnsideration to regional con-
cerns regarding rail passenger and freight
transportation, including meeting research
needs common to designated high-speed cor-
ridors, long-distance rail services, and re-
gional intercity rail corridors, projects, and
entities.

‘“(b) CONTENT.—The program to be carried
out under this section shall include research
designed—

‘(1) to identify the unique aspects and at-
tributes of rail passenger and freight service;

‘(2) to develop more accurate models for
evaluating the impact of rail passenger and
freight service, including the effects on high-
way and airport and airway congestion, envi-
ronmental quality, and energy consumption;

‘“(3) to develop a better understanding of
modal choice as it affects rail passenger and
freight transportation, including develop-
ment of better models to predict utilization;

‘“(4) to recommend priorities for tech-
nology demonstration and development;

‘() to meet additional priorities as deter-
mined by the advisory board established
under subsection (c¢), including any rec-
ommendations made by the National Re-
search Council;

‘“(6) to explore improvements in manage-
ment, financing, and institutional struc-
tures;

“(T to address rail capacity constraints
that affect passenger and freight rail service
through a wide variety of options, ranging
from operating improvements to dedicated
new infrastructure, taking into account the
impact of such options on operations;

‘(8) to improve maintenance, operations,
customer service, or other aspects of inter-
city rail passenger and freight service;

“(9) to recommend objective methodologies
for determining intercity passenger rail
routes and services, including the establish-
ment of new routes, the elimination of exist-
ing routes, and the contraction or expansion
of services or frequencies over such routes;

‘(10) to review the impact of equipment
and operational safety standards on the fur-
ther development of high speed passenger
rail operations connected to or integrated
with non-high speed freight or passenger rail
operations; and

‘(11) to recommend any legislative or reg-
ulatory changes necessary to foster further
development and implementation of high
speed passenger rail operations while ensur-
ing the safety of such operations that are
connected to or integrated with non-high
speed freight or passenger rail operations.

‘“(c) ADVISORY BOARD.—

‘(1) ESTABLISHMENT.—In consultation with
the heads of appropriate Federal depart-
ments and agencies, the Secretary shall es-
tablish an advisory board to recommend re-
search, technology, and technology transfer
activities related to rail passenger and
freight transportation.

“(2) MEMBERSHIP.—The
shall include—

“(A) representatives of State transpor-
tation agencies;

‘“(B) transportation and environmental
economists, scientists, and engineers; and

advisory board

November 25, 2003

“(C) representatives of Amtrak, the Alaska
Railroad, freight railroads, transit operating
agencies, intercity rail passenger agencies,
railway labor organizations, and environ-
mental organizations.

¢(d) NATIONAL ACADEMY OF SCIENCES.—The
Secretary may make grants to, and enter
into cooperative agreements with, the Na-
tional Academy of Sciences to carry out
such activities relating to the research, tech-
nology, and technology transfer activities
described in subsection (b) as the Secretary
deems appropriate.”’.

(2) CLERICAL AMENDMENT.—The chapter
analysis for chapter 249 is amended by add-
ing at the end the following:
¢‘24910. Rail cooperative research program’’.

(b) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary of Transportation $5,000,000 for
each of fiscal years 2004 through 2009 to carry
out the rail cooperative research program
under section 24910 of title 49, United States
Code.

SEC. 203. STATE RAIL PLANS.

(a) IN GENERAL.—Part B of subtitle V is
amended by adding at the end the following:
“CHAPTER 225—STATE RAIL PLANS AND
HIGH PRIORITY PROJECTS
“Sec.
¢¢22501.
¢¢22502.
¢22503.
¢22504.
¢22505.

Authority

Purposes

Transparency; coordination; review
Content

Approval

¢‘22506. High priority projects

¢¢22507. Definitions

“§22501. Authority

‘‘(a) IN GENERAL.—Each State may prepare
and maintain a State rail plan in accordance
with the provisions of this chapter.

‘‘(b) REQUIREMENTS.—For the preparation
and periodic revision of a State rail plan, a
State shall—

‘(1) establish or designate a State rail
transportation authority to prepare, main-
tain, coordinate, and administer the plan;

‘‘(2) establish or designate a State rail plan
approval authority to approve the plan;

“(3) submit the State’s approved plan to
the Secretary of Transportation for ap-
proval; and

‘“(4) revise and resubmit a State-approved
plan no less frequently than once every 5
years for reapproval by the Secretary.
“§22502. Purposes

‘‘(a) PURPOSES.—The purposes of a State
rail plan are as follows:

‘(1) To set forth State policy involving
freight and passenger rail transportation, in-
cluding commuter rail operations, in the
State.

‘(2) To establish the period covered by the
State rail plan.

““(3) To present priorities and strategies to
preserve, enhance, or expand rail service in
the State that benefits the public.

‘‘(4) To serve as the basis for Federal and
State rail investments within the State.

‘‘(b) COORDINATION.—A State rail plan shall
be coordinated with other State transpor-
tation planning goals and programs and set
forth rail transportation’s role within the
State transportation system.

“§ 22503. Transparency; coordination; review

‘‘(a) PREPARATION.—A State shall provide
adequate and reasonable notice and oppor-
tunity for comment and other input to the
public, rail carriers, commuter and transit
authorities operating in, or affected by rail
operations within the State, units of local
government, and other interested parties in
the preparation and review of its State rail
plan.

“(b) INTERGOVERNMENTAL COORDINATION.—
A State shall review the freight and pas-
senger rail service activities and initiatives
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by regional planning agencies, regional
transportation authorities, and municipali-
ties within the State, or in the region in
which the State is located, while preparing
the plan, and shall include any recommenda-
tions made by such agencies, authorities,
and municipalities as deemed appropriate by
the State.

‘(c) ANNUAL REVIEWS.—Each State shall
transmit an annual report on its plan to the
Secretary of Transportation. The report
shall include, for the year preceding the year
in which submitted, the following matters:

‘(1) A review of progress made, and actions
taken, under the plan during the year, in-
cluding an update on the budget, schedule,
and financing for each project on the freight
or passenger rail capital project list com-
piled under section 22504(a) of this title.

‘(2) Any modifications made in the plan
after approval of the plan by the Secretary
or after the submission of the most recent
annual report on the plan to the Secretary,
including any modifications made to the pri-
ority freight or passenger rail capital list re-
quired by section 22504(b).

“(d) APPROVAL OF MODIFIED PLANS.—Modi-
fications of a State rail plan that are deter-
mined substantive by the Secretary, includ-
ing any modification to a priority freight or
passenger rail capital project list required by
section 22504(b), is subject to approval (for
the purposes of this chapter) by the Sec-
retary.

“§ 22504. Content

‘“‘(a) IN GENERAL.—Each State rail plan
shall contain the following:

‘(1) An evaluation of the existing overall
rail transportation system and rail services
and facilities within the State, a
prioritization of such services and facilities
in terms of their contributions to the State’s
rail and transportation system.

‘“(2) A comprehensive review of all rail
lines within the State, including proposed
high speed rail corridors and significant rail
line segments not currently in service, con-
taining an overview of the transportation
services provided by those lines, their owner-
ship, operating characteristics, and the gen-
eral state of their infrastructure.

‘“(3) A statement of the State’s freight and
passenger rail service objectives, including
minimum service levels, for rail transpor-
tation routes in the State.

‘“(4) A general analysis of rail’s transpor-
tation, economic, and environmental im-
pacts in the State, including congestion
mitigation, trade and economic develop-
ment, air quality, land-use, energy-use, and
community impacts.

‘“(6) A long-range rail service and invest-
ment program for current and future freight
and passenger services in the State that
meets the requirements of subsection (b).

‘(6) A statement of public financing issues
for rail projects and service in the State, in-
cluding a list of current and prospective cap-
ital and operating funding resources, public
subsidies, State taxation, and other financial
policies relating to rail service and rail in-
frastructure development.

“(7 A statement of rail service issues
within the State, such as congestion and ca-
pacity, and current system deficiencies on a
regional, intrastate, and interstate basis,
that reflects consultation with neighboring
States and describes any coordination of re-
gional rail service.

“(8) A review of major passenger and
freight intermodal rail connections and fa-
cilities within the State, including seaports,
and prioritized options to maximize service
integration and efficiency between rail and
other modes of transportation within the
State.

‘“(9) A description of new technology that
relates to rail transportation within the
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State, including logistics and process im-
provements.

‘“(10) A review of publicly funded projects
within the State to improve rail transpor-
tation safety and security, including all
major projects funded under section 130 of
title 23.

‘“(11) A performance evaluation of pas-
senger rail services operating in the State,
including possible improvements in those
services, and a description of strategies to
achieve those improvements.

‘“(12) A compilation of studies and reports
on high-speed rail corridor development
within the State not included in a previous
plan under this chapter, and a plan for fund-
ing any recommended development of such
corridors in the State.

‘“(13) A statement that the State is in com-
pliance with the requirements of section
22102.

“(b) LONG-RANGE SERVICE AND INVESTMENT
PROGRAM.—

‘(1) PROGRAM CONTENT.—A long-range rail
service and investment program included in
a State rail plan under subsection (a)(b) shall
include the following matters:

‘“(A) Two ranked lists for rail capital
projects, 1 for freight rail capital projects
and 1 for intercity passenger rail capital
projects.

“(B) A detailed funding plan for the
projects.

‘“(2) PROJECT LIST CONTENT.—The ranked
list of freight and intercity passenger rail
capital projects shall contain—

‘“(A) a description of the anticipated public
and private benefits of each such project; and

‘“(B) a statement of the correlation be-
tween—

‘(i) public funding contributions for the
projects; and

‘“(ii) the public benefits.

¢“(3) CONSIDERATIONS FOR PROJECT LIST.—In
preparing the ranked list of freight and
intercity passenger rail capital projects, a
State rail transportation authority shall
take into consideration the following mat-
ters:

‘“(A) Contributions made by non-Federal
and non-State sources through user fees,
matching funds, or other private capital in-
volvement.

‘“(B) Rail capacity and congestion effects.

‘(C) Effects to highway, aviation, and mar-
itime capacity, congestion, or safety.

‘(D) Regional balance.

‘“(E) Environmental impact.

‘“(F) Competitive and service impacts for
rail carriers and shippers.

‘(G) Preservation of rail service.

‘“‘(H) Economic and employment impacts.

“(I) Projected ridership and other service
measures for passenger rail projects.

‘“(c) WAIVER.—The Secretary may waive
any requirement of subsection (a) upon ap-
plication under circumstances that the Sec-
retary determines appropriate.

§22505. Approval

‘“(a) CRITERIA.—The Secretary may ap-
prove a State rail plan for the purposes of
this chapter if—

‘(1) the plan meets all of the requirements
applicable to State plans under this chapter;

‘“(2) for each ready-to-commence project
listed on the ranked list of freight and inter-
city passenger rail capital projects under the
plan—

‘“(A) the project meets all safety and envi-
ronmental requirements including those pre-
scribed under the National Environmental
Policy Act of 1969 (42 U.S.C. 4331 et seq.) that
are applicable to the project under law; and

‘(B) the State has entered into an agree-
ment with any owner of rail infrastructure
or right of way directly affected by the
project that provides for the State to pro-
ceed with the project; and
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‘“(3) the content of the plan is coordinated
with—

‘“‘(A) State transportation plans developed
pursuant to the requirements of section 135
of title 23; and

‘“(B) the national rail plan, the 50-year
intermodal blueprint developed under sec-
tion 5503(e) of this title, (if either is avail-
able) and any other transportation plan of
the Federal Government that is required by
law deemed relevant by the Secretary.

“(b) PROCEDURES FOR STATE RAIL PLAN
SUBMISSION AND APPROVAL.—The Secretary
shall prescribe procedures for States to sub-
mit State rail plans for review under this
title, including standardized format and data
requirements and procedures for resubmittal
if a State rail plan is disapproved. The proce-
dures shall provide for the Secretary to re-
view a State rail plan and issue a record of
decision of approval or disapproval, with
comment, on such plan within 180 days after
the plan is submitted.

“§22506. High priority projects

‘‘(a) DESIGNATION OF PROJECTS.—In review-
ing State rail plans, the Secretary of Trans-
portation may designate as a high priority
project any project submitted by a State or
group of States that meets both of the fol-
lowing criteria:

‘(1) The project focuses on key rail conges-
tion points that are—

‘“(A) selected by the Secretary on the basis
of national benefits to the rail transpor-
tation system; and

“(B) coordinated with the national rail
plan, if that plan is available.

‘“(2) The project is on a ranked list of pri-
ority freight and passenger rail capital
projects that is included in a State rail plan
under section 22504(a)(5) of title 49, United
States Code, unless this criterion is waived
by the Secretary.

‘“(b) PREFERRED PROJECTS.—The Secretary,
in designating high priority projects, shall
give preference to—

‘(1) projects that have national signifi-
cance for—

‘““(A) improving the national rail network
and the Nation’s transportation system;

‘“(B) ensuring particularly high levels of
safety;

‘(C) increasing intermodal connectivity by
providing or improving direct connections
between rail facilities and other modes of
transportation;

‘(D) significantly improving highway,
aviation, or maritime capacity, congestion,
or safety;

‘“(BE) improving intercity passenger rail
service by increasing ridership, reducing trip
time, or other significant enhancements;

‘“(F) improving both intercity passenger
rail and freight rail services simultaneously;

“(G) enhancing freight rail service for
shippers;

‘““(H) causing positive economic and em-
ployment results;

‘“(I) producing significant environmental
or community benefits;

‘“(J) having received financial commit-
ments and other support from non-Federal
entities such as States, local governments,
or private entities;

“(K) enhancing international trade;

‘(L) enhancing national security; or

“(M) employing positive train control
technologies; and

‘“(2) projects that are at the stage of prepa-
ration that all pre-commencement compli-
ance with environmental protection require-
ments has been completed and the projects
are ready to commence.

‘(c) REGIONAL BALANCE AND COMPAT-
IBILITY.—The Secretary, in designating high
priority projects, shall ensure that—

‘(1) the geographic distribution of the des-
ignated high priority projects is balanced
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among the geographic regions of the United
States and a disproportionated number of
such projects is not concentrated in a single
State; and

‘“(2) all projects are—

“(A) compatible with State transportation
plans developed pursuant to the require-
ments of section 135 of title 23; and

‘“(B) carried out in conformance with the
national rail plan.

‘‘(d) ADDITIONAL PROJECTS.—The Secretary
may designate projects submitted to the Of-
fice by the National Railroad Passenger Cor-
poration, either independently or in conjunc-
tion with a State or group of States, as a
high priority project. Any such projects shall
be subject to the same designation and selec-
tion criteria as apply under this section, ex-
cept the criteria set forth in subsections
(a)(2) and (c)(2) of this section.

“§22507. Definitions

“In this chapter:

‘(1) PRIVATE BENEFIT.—The term ‘private
benefit’ means a benefit accrued to a person
or private entity, other than the National
Railroad Passenger Corporation, that di-
rectly improves the economic and competi-
tive condition of that person or entity
through improved assets, cost reductions,
service improvements, or any other means as
defined by the Secretary. The Secretary may
seek the advice of the states and rail carriers
in further defining this term.xxx

‘“(2) PUBLIC BENEFIT.—The term ‘public
benefit’ means a benefit accrued to the pub-
lic in the form of enhanced mobility of peo-
ple or goods, environmental protection or en-
hancement, congestion mitigation, enhanced
trade and economic development, improved
air quality or land use, more efficient energy
use, enhanced public safety or security, re-
duction of public expenditures due to im-
proved transportation efficiency or infra-
structure preservation, and any other posi-
tive community effects as defined by the
Secretary. The Secretary make seek the ad-
vice of the States and rail carriers in further
defining this term.

‘(3) STATE.—The term ‘State’ means any of
the 50 States and the District of Columbia.

‘“(4) STATE RAIL TRANSPORTATION AUTHOR-
ITY.—The term ‘State rail transportation au-
thority’ means the State agency or official
responsible under the direction of the Gov-
ernor of the State or a State law for prepara-
tion, maintenance, coordination, and admin-
istration of the State rail plan.”.

(b) CLERICAL AMENDMENT.—The table of
chapters for subtitle V is amended by insert-
ing after the item relating to chapter 223 the
following:
¢225. STATE RAIL PLANS AND

HIGH PRIORITY PROJECTS ...... 22501.”".
2SEC. 204. INTERSTATE RAILROAD PASSENGER
HIGH-SPEED TRANSPORTATION POL-

ICY.

(a) IN GENERAL.—Chapter 261 is amended
by inserting before section 26101 the fol-
lowing:

“§26100. Policy.

“The Congress declares that it is the pol-
icy of the United States that designated
high-speed railroad passenger transportation
corridors are the building blocks of an inter-
connected National railroad passenger sys-
tem.”.

(b) CONFORMING AMENDMENT.—The chapter
analysis for chapter 261 is amended by in-
serting before the item relating to section
26101 the following:

¢¢26100. Policy”’.
SEC. 205. HIGH-SPEED RAIL CORRIDOR PLAN-
NING.
(a) IN GENERAL.—Section 26101(a) is amend-
ed to read as follows:
‘‘(a) PLANNING.—

CONGRESSIONAL RECORD — SENATE

‘(1) IN GENERAL.—The Secretary of Trans-
portation shall provide planning assistance
to States or group of States and other public
agencies promoting the development of high-
speed rail corridors designated by the Sec-
retary under section 104(d) of title 23. The
Secretary shall establish an application and
qualification process for applicants eligible
for assistance under this section.

‘“(2) SECRETARY MAY PROVIDE DIRECT OR FI-
NANCIAL ASSISTANCE.—The Secretary may
provide planning assistance under paragraph
(1) directly or by providing financial assist-
ance to a public agency or group of public
agencies to undertake planning activities ap-
proved by the Secretary. Twenty percent of
the publicly financed planning costs associ-
ated with projects assisted under this chap-
ter shall come from non-Federal sources.
State matching contributions may not be de-
rived, directly or indirectly, from Federal
funds.

‘‘(d) RECORD OF DECISION.—Upon comple-
tion of planning activities funded under this
section, the Secretary shall make a rec-
ommendation on the record of whether to
proceed with the implementation of the cor-
ridor.”.

(b) CONFORMING AND OTHER AMENDMENTS TO
SECTION 26101.—Section 26101 1is further
amended—

(1) by striking subsection (c¢)(2) and insert-
ing the following:

‘“(2) the extent to which the proposed plan-
ning focuses on high-speed rail systems, giv-
ing a priority to systems which will achieve
sustained speeds of 125 miles per hour or
greater and projects involving dedicated rail
passenger rights-of-way;’’;

(2) by inserting ‘‘and’ after the semicolon
in subsection (c¢)(12);

(3) by striking ‘“‘completed; and’’ in sub-
section (c¢)(13) and inserting ‘‘completed.’’;
and

(4) by striking subsection (c)(14).

(©) CONFORMING AMENDMENT.—Section
26105(2)(A) is amended by striking ‘‘more
than 125 miles per hour;” and inserting ‘90
miles per hour or more;”.

(d) FINANCIAL ASSISTANCE TO INCLUDE
LOANS AND LOAN GUARANTEES—.Section
26105(1) is amended by inserting ‘‘loans, loan
guarantees,”’ after ‘‘contracts,’’.

(e) SPECIAL TRANSPORTATION CIR-
CUMSTANCES.—Section 26101 is amended by
adding at the end the following:

“(@ SPECIAL TRANSPORTATION CIR-
CUMSTANCES.—In carrying out this section,
the Secretary shall allocate an appropriate
portion of the amounts available for plan-
ning assistance to providing appropriate
transportation-related assistance in any
State in which the rail transportation sys-
tem—

‘(1) is not physically connected to rail sys-
tems in the continental United States; and

‘(2) may not otherwise qualify for high
speed rail implementation assistance due to
the constraints imposed on the railway in-
frastructure in that State due to the unique
characteristics of the geography of that
State or other relevant considerations, as de-
termined by the Secretary.”.

(f) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary of Transportation $50,000,000
for each of fiscal years 2004 through 2009 to
provide planning assistance under section
26101(a) of title 49, United States Code.

SEC. 206. DESIGNATED HIGH-SPEED RAIL COR-
RIDORS.

(a) IN GENERAL.—The Secretary of Trans-
portation shall give priority in allocating
funds authorized by section 26104 of title 49,
United States Code, to designated high-speed
rail corridors.

(b) DESIGNATED HIGH-SPEED RAIL COR-
RIDORS.—For purposes of subsection (a), the
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following shall be considered to be des-
ignated high-speed rail corridors:

(1) California Corridor connecting the San
Francisco Bay area and Sacramento to Los
Angeles and San Diego.

(2) Chicago Hub Corridor Network with the
following spokes:

(A) Chicago to Detroit.

(B) Chicago to Minneapolis/St. Paul, Min-
nesota, via Milwaukee, Wisconsin.

(C) Chicago to Kansas City, Missouri, via
Springfield, Illinois, and St. Louis, Missouri.

(D) Chicago to Louisville, Kentucky, via
Indianapolis, Indiana, and Cincinnati, Ohio.

(E) Chicago to Cleveland, Ohio, via Toledo,
Ohio.

(F) Cleveland, Ohio, to Cincinnati, Ohio,
via Columbus, Ohio.

(3) Empire State Corridor from New York
City, New York, through Albany, New York,
to Buffalo, New York.

(4) Florida High-Speed Rail Corridor from
Tampa through Orlando to Miami.

(6) Gulf Coast Corridor from Houston
Texas, through New Orleans, Louisiana, to
Mobile, Alabama, with a branch from New
Orleans, through Meridian, Mississippi, and
Birmingham, Alabama, to Atlanta, Georgia.

(6) Keystone Corridor from Philadelphia,
Pennsylvania, through Harrisburg, Pennsyl-
vania, to Pittsburgh, Pennsylvania.

(7) Northeast Corridor from Washington,
District of Columbia, through New York
City, New York, New Haven, Connecticut,
and Providence, Rhode Island, to Boston,
Massachusetts, with a branch from New
Haven, Connecticut, to Springfield, Massa-
chusetts.

(8) New England Corridor from Boston,
Massachusetts, to Portland and Auburn,
Maine, and from Boston, Massachusetts,
through Concord, New Hampshire, and Mont-
pelier, Vermont, to Montreal, Quebec.

(9) Pacific Northwest Corridor from Eu-
gene, Oregon; through Portland, Oregon, and
Seattle, Washington, to Vancouver, British
Columbia.

(10) South Central Corridor from San Anto-
nio, Texas, through Dallas/Fort Worth to
Little Rock, Arkansas, with a branch from
Dallas/Fort Worth through Oklahoma City,
Oklahoma, to Tulsa, Oklahoma.

(11) Southeast Corridor from Washington,
District of Columbia, through Richmond,
Virginia, Raleigh, North Carolina, Columbia,

South Carolina, Savannah, Georgia, and
Jessup, Georgia, to Jacksonville, Florida,
with—

(A) a branch from Raleigh, North Carolina,
through Charlotte, North Carolina, and
Greenville, South Carolina, to Atlanta, Geor-
gia; a branch from Richmond, to Hampton
Roads/Norfolk, Virginia;

(B) a branch from Charlotte, North Caro-
lina, to Columbia, South Carolina, to
Charleston, South Carolina;

(C) a connecting route from Atlanta, Geor-
gia, to Jessup, Georgia;

(D) a connecting route from Atlanta, Geor-
gia, to Charleston, South Carolina; and

(E) a branch from Raleigh, North Carolina,
through Florence, South Carolina, to
Charleston, South Carolina, and Savannah,
Georgia, with a connecting route from Flor-
ence, South Carolina, to Myrtle Beach,
South Carolina.

(12) Southwest Corridor from Los Angeles,
California, to Las Vegas, Nevada.

(¢c) OTHER HIGH-SPEED RAIL CORRIDORS.—
For purposes of this section, subsection (b)—

(1) does not limit the term ‘‘designated
highspeed rail corridor” to those corridors
described in subsection (b); and

(2) does not limit the Secretary of Trans-
portation’s authority—

(A) to designate additional high-speed rail
corridors; or

(B) to terminate the designation of any
high-speed rail corridor.
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SEC. 207. REHABILITATION, IMPROVEMENT, AND
SECURITY FINANCING.

(a) DEFINITIONS.—Section 102(7) of the Rail-
road Revitalization and Regulatory Reform
Act of 1976 (45 U.S.C. 802(7)) is amended to
read as follows:

(7 ‘railroad’ has the meaning given that
term in section 20102 of title 49, United
States Code; and”.

(b) GENERAL AUTHORITY.—Section 502 of
the Railroad Revitalization and Regulatory
Reform Act of 1976 (45 U.S.C. 822) is amend-
ed—

(1) by striking ‘‘Secretary may provide di-
rect loans and loan guarantees to State and
local governments,” in subsection (a) and in-
serting ‘‘Secretary shall provide direct loans
and loan guarantees to State and local gov-
ernments, interstate compacts entered into
under section 410 of the Amtrak Reform and
Accountability Act of 1997 (49 U.S.C 24101
note),”’;

(2) by striking ‘‘or’’ in subsection (b)(1)(B);

(3) by redesignating subparagraph (C) of
subsection (b)(1) as subparagraph (D); and

(4) by inserting after subparagraph (B) of
subsection (b)(1) the following:

‘(C) to acquire, improve, or rehabilitate
rail safety and security equipment and fa-
cilities; or”’.

(c) EXTENT OF AUTHORITY.—Section 502(d)
of the Railroad Revitalization and Regu-
latory Reform Act of 1976 (45 U.S.C. 822(d)) is
amended by adding at the end ‘“‘The Sec-
retary shall not establish any limit on the
proportion of the unused amount authorized
under this subsection that may be used for a
single loan or loan guarantee.”’.

(d) COHORTS OF LOANS.—Section 502(f) of
the Railroad Revitalization and Regulatory
Reform Act of 1976 (45 U.S.C. 822(f)) is amend-
ed—

(1) in paragraph (2)—

(A) by striking ‘“‘and” at the end of sub-
paragraph (D);

(B) by redesignating subparagraph (E) as
subparagraph (F); and

(C) by adding after subparagraph (D) the
following new subparagraph:

‘““(E) the size and characteristics of the co-
hort of which the loan or loan guarantee is a
member; and’’; and

(2) by adding at the end of paragraph (4)
the following: ‘‘A cohort may include loans
and loan guarantees. The Secretary shall not
establish any limit on the proportion of a co-
hort that may be used for a single loan or
loan guarantee.”’.

(e) CONDITIONS OF ASSISTANCE.—Section 502
of the Railroad Revitalization and Regu-
latory Reform Act of 1976 (45 U.S.C. 822) is
amended—

(1) by striking ‘‘offered;” in subsection (f)
(2) (A) and inserting ‘‘offered, if any;”’;

(2) by inserting (1)’ before ‘“‘The Sec-
retary’’ in subsection (h) and redesignating
paragraphs (1), (2), and (3) of that subsection
as subparagraphs (A), (B), and (C); and

(3) by adding at the end of subsection (h)
the following: .

‘“(2) The Secretary may not require an ap-
plicant for a direct loan or loan guarantee
under this section to provide collateral.

‘“(3) The Secretary may not require that an
applicant for a direct loan or loan guarantee
under this section have previously sought
the financial assistance requested from an-
other source.

‘‘(4) The Secretary shall require recipients
of direct loans or loan guarantees under this
section to apply the standards of subsections
(b) and (e) of section 22301 of title 49, United
States Code, to their projects.

‘(6) The Secretary shall require recipients
of direct loans or loan guarantees under this
section to comply with—

‘‘(A) the standards of section 24312, as in ef-
fect on September 1, 2003, with respect to the
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project in the same manner that the Na-
tional Railroad Passenger Corporation is re-
quired to comply with such standards for
construction work financed under an agree-
ment made under section 24308(a); and

‘“(B) the protective arrangements estab-
lished under section 504 of the Railroad Revi-
talization and Regulatory Reform Act of 1976
(45 U.S.C. 836) with respect to employees af-
fected by actions taken in connection with
the project to be financed by direct loans or
loan guarantees.”.

(f) TIME LIMIT FOR APPROVAL OR DIs-
APPROVAL.—Section 502 of the Railroad Revi-
talization and Regulatory Reform Act of 1976
(45 U.S.C. 822) is amended by adding at the
end the following:

“(1) TIME LIMIT FOR APPROVAL OR DIS-
APPROVAL.—Not later than 180 days after re-
ceiving a complete application for a direct
loan or loan guarantee under this section,
the Secretary shall approve or disapprove
the application.”.

(g) FEES AND CHARGES.—Section 503 of the
Railroad Revitalization and Regulatory Re-
form Act of 1976 (45 U.S.C. 823) is amended—

(1) by adding at the end of subsection (k)
the following: ‘“‘Funds received by the Sec-
retary under the preceding sentence shall be
credited to the appropriation from which the
expenses of making such appraisals, deter-
minations, and findings were incurred.”’; and

(2) by adding at the end the following new
subsection:

‘“‘(m) FEES AND CHARGES.—Except as pro-
vided in this title, the Secretary may not as-
sess any fees, including user fees, or charges
in connection with a direct loan or loan
guarantee provided under section 502.”".

(h) SUBSTANTIVE CRITERIA AND STAND-
ARDS.—Not later than 30 days after the date
of the enactment of this Act, the Secretary
of Transportation shall publish in the Fed-
eral Register and post on the Department of
Transportation Web site the substantive cri-
teria and standards used by the Secretary to
determine whether to approve or disapprove
applications submitted under section 502 of
the Railroad Revitalization and Regulatory
Reform Act of 1976 (45 U.S.C. 822).

(1) OPERATORS DEEMED RAIL CARRIERS;
LOANS AND LOAN GUARANTEES FOR NON-RAIL-
ROAD ENTITIES.—Section 502 of the Railroad
Revitalization and Regulatory Reform Act of
1976 (45 U.S.C. 822), as amended by subsection
(f), is amended by adding at the end the fol-
lowing:

“(j) OPERATORS DEEMED RAIL CARRIERS.—
Any entity providing railroad transportation
(within the meaning of section 20102) that be-
gins operations after the date of enactment
of the Arrive 21 Act and that uses property
acquired pursuant to this section shall be
considered an employer for purposes of the
Railroad Retirement Act of 1974 (45 U.S.C.
231 et seq.) and considered a carrier for pur-
poses of the Railway Labor Act (45 U.S.C. 151
et seq. ).

(k) LOAN AND LOAN GUARANTEES FOR NON-
RAILROAD ENTITIES.—Notwithstanding any
other provision of law, entities other than
rail companies shall be eligible for loans and
loan guarantees under this section.”.

SEC. 208. REPAYMENT OF LOAN TO NATIONAL
RAILROAD PASSENGER CORPORA-
TION.

The Secretary of Transportation may not
collect any payments of principal or interest
for the direct loan made to the National
Railroad Passenger Corporation under sec-
tion 502 of the Railroad Revitalization and
Regulatory Reform Act of 1976 (45 U.S.C. 822).
There are authorized to be appropriated to
the Secretary for fiscal year 2004 $100,000,000
for the purpose of repaying that loan to the
Secretary of the Treasury.

TITLE III-INTERMODAL POLICY
SEC. 301. 50-YEAR INTERMODAL BLUEPRINT.
(a) IN GENERAL.—Section 5503 is amended—
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(1) by redesignating subsections (e) and (f)
as subsections (g) and (h), respectively; and

(2) by inserting after subsection (d) the fol-
lowing:

‘‘(e) 50-YEAR INTERMODAL BLUEPRINT.—

‘(1 IN GENERAL.—The Secretary, in con-
sultation with the advisory board estab-
lished under section 24910(c) of this title, and
other Federal, State, local, and private con-
cerns, shall create a document to be known
as the ‘60-year Intermodal Blueprint’, which
shall—

“‘(A) set forth a plan to develop a national
intermodal transportation system, including
all major modes of transportation;

“(B) describe emerging trends and opportu-
nities to fulfill the future passenger and
freight transportation needs of the United
States;

¢“(C) illustrate and estimate the potential
results of current policies, possible policy
improvements, and directives for achieving
the goals set forth in the document;

‘(D) forecast the impact of current and fu-
ture transportation policies on mobility,
safety, energy consumption, the environ-
ment, technology, international trade, eco-
nomic activity, and the quality of life in the
United States; and

‘“(BE) identify sources of funding to imple-
ment the plan described in subparagraph (A).

‘(2) BIENNIAL PROGRESS REPORTS.—The Di-
rector, working with the Department of
Transportation Inspector General, shall
issue a b0-year Intermodal Blueprint
progress report every 2 years and transmit a
copy to the Senate Committee on Commerce,
Science, and Transportation and the House
of Representatives Committee on Transpor-
tation and Infrastructure. In the report, the
Director shall—

‘“(A) disclose the results of an audit of the
progress made toward achieving the goals set
forth in the 50-year Intermodal Blueprint;

‘(B) describe successes, challenges, and ob-
stacles with respect to the 50-year Inter-
modal Blueprint;

‘(C) suggest any changes to the 50-year
Intermodal Blueprint that the Director
deems necessary or appropriate to reflect
changed circumstances or new developments;

‘(D) make recommendations on ways to
increase intermodal planning and coopera-
tion throughout the national transportation
system and within the Department of Trans-
portation; and

‘“(BE) identify successful funding mecha-
nisms and make recommendations for new
approaches to funding intermodal transpor-
tation facilities and services.

¢“(3) SEXENNIAL REVISIONS.—The Secretary,
in consultation with Federal, State, local,
and private concerns, shall revise and repub-
lish the 50-year Intermodal Blueprint every 6
years.

“(f) IMPACT MEASUREMENT METHODOLOGY;
IMPACT REVIEW.—The Secretary, working
with the Bureau of Transportation Statis-
tics, and taking into account the work of the
rail cooperative research program estab-
lished under section 24910(a) of this title,
shall—

‘(1) formulate a methodology for meas-
uring the impact of intermodal transpor-
tation on—

““(A) the environment;

‘(B) public health and welfare;

“(C) energy consumption;

‘(D) the operation and efficiency of the
transportation system;

‘“(E) congestion; and

“(F) the economy and employment; and

‘“(2) undertake a comprehensive review of
the impact of international trade on inter-
modal transportation and existing inter-
modal transportation infrastructure.”.

(b) RETAINED FUNDS.—Section 5568 is
amended—
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(1) by redesignating subsection (b) as sub-
section (¢); and

(2) by inserting after subsection (a) the fol-
lowing:

“(b) 50-YEAR INTERMODAL BLUEPRINT.—
There are authorized to be appropriated to
the Secretary $1,000,000 for each of fiscal
years 2004 through 2009 to carry out section
5503(e).”".

SEC. 302. INTERMODAL TRANSPORTATION POL-
ICY.

(a) POLICY STANDARDS.—Section 302(e) is
amended by striking ‘‘system’ and inserting
“‘system, including freight and passenger rail
service and maritime transportation, includ-
ing such transportation via inland water-
ways,’’.

(b) STATE TRANSPORTATION IMPROVEMENT
PROGRAMS.—Section 135(f)(4) of title 23,
United States Code, is amended by inserting
‘“‘a State rail plan developed under chapter
225 of title 49,” after ‘‘134,”.

TITLE IV—AMTRAK AUTHORIZATIONS

SEC. 401. NATIONAL RAILROAD PASSENGER
TRANSPORTATION SYSTEM DE-
FINED.

(a) IN GENERAL.—Section 24102 is amend-
ed—

(1) by striking paragraph (2);

(2) by redesignating paragraphs (3), (4), and
(5) as paragraphs (2), (3), and (4), respec-
tively; and

(3) by inserting after paragraph (4) as so re-
designated the following:

‘(5) ‘national rail passenger transportation
system’ means—

‘“(A) the segment of the Northeast Corridor
between Boston, Massachusetts and Wash-
ington, D.C.;

‘“(B) rail corridors that have been des-
ignated by the Secretary of Transportation
as high-speed corridors, but only after they
have been improved to permit operation of
highspeed service;

¢“(C) long-distance routes of more than 750
miles between endpoints operated by Amtrak
as of the date of enactment of the Arrive 21
Act; and

‘(D) short-distance corridors or routes op-
erated by Amtrak.”.

(b) AMTRAK ROUTES WITH STATE FUNDING.—

(1) IN GENERAL.—Chapter 247 is amended by
inserting after section 24701 the following:
“§24702. Transportation requested by States,

authorities, and other persons

‘‘(a) CONTRACTS FOR TRANSPORTATION.—
Amtrak and a State, a regional or local au-
thority, or another person may enter into a
contract for Amtrak to operate an intercity
rail service or route not included in the na-
tional rail passenger transportation system
upon such terms as the parties thereto may
agree.

““(b) DISCONTINUANCE.—Upon termination
of a contract entered into under this section,
or the cessation of financial support under
such a contract by either party, Amtrak
may discontinue such service or route, not-
withstanding any other provision of law.”’.

(2) CONFORMING AMENDMENT.—The chapter
analysis for chapter 247 is amended by in-
serting after the item relating to section
24701 the following:
¢‘24702. Transportation requested by States,

authorities, and other persons’.

(¢) AMTRAK T0O CONTINUE TO PROVIDE NON-
HIGH-SPEED SERVICES.—Nothing in this Act
is intended to preclude Amtrak from restor-
ing, improving, or developing non-high-speed
intercity passenger rail service.

SEC. 402. RESTRUCTURING OF LONG-TERM DEBT
AND CAPITAL LEASES.

(a) IN GENERAL.—The Secretary of the
Treasury shall work with the Secretary of
Transportation and Amtrak to restructure
Amtrak’s indebtedness as of the date of en-
actment of this Act.
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(b) NEW DEBT PROHIBITION.—Except as ap-
proved by the Secretary of Transportation,
Amtrak may not enter into any obligation
secured by assets of the Corporation after
the date of enactment of this Act. This sec-
tion does not prohibit unsecured lines of
credit used by Amtrak or any subsidiary for
working capital purposes.

(c) DEBT REDEMPTION.—The Secretary of
Transportation, in consultation with the
Secretary of the Treasury, shall enter into
negotiations with the holders of Amtrak
debt, including leases, that is outstanding on
the date of enactment of this Act for the
purpose of redeeming or restructuring that
debt. The Secretary, in consultation with
the Secretary of the Treasury, shall secure
agreements for repayment on such terms as
the Secretary deems favorable to the inter-
ests of the Government. Payments for such
redemption may be made after October 1,
2004, in either a single payment or a series of
payments, but in no case shall the repay-
ment period extend beyond September 30,
2008.

(d) CRITERIA.—In redeeming or restruc-
turing Amtrak’s indebtedness, the Secre-
taries and Amtrak—

(1) shall ensure that the restructuring im-
poses the least practicable burden on tax-
payers; and

(2) take into consideration repayment
costs, the term of any loan or loans, and
market conditions.

(e) AUTHORIZATION.—There are authorized
to be appropriated to the Secretary such
sums as may be necessary for fiscal years
2005 through 2008 to restructure or redeem
Amtrak’s secured debt.

(f) AMTRAK PRINCIPAL AND INTEREST PAY-
MENTS.—

(1) PRINCIPAL ON DEBT SERVICE.—Unless the
Secretary of Transportation and the Sec-
retary of the Treasury restructure or redeem
the debt, there are authorized to be appro-
priated to the Secretary of Transportation
for the use of Amtrak for retirement of prin-
cipal on loans for capital equipment, or cap-
ital leases, not more than the following
amounts:

(A) For fiscal year 2004, $116,900,000.

(B) For fiscal year 2005, $109,500,000.

(C) For fiscal year 2006, $114,700,000.

(D) For fiscal year 2007, $202,900,000.

(E) For fiscal year 2008, $164,300,000.

(F) For fiscal year 2009, $155,800,000.

(2) INTEREST ON DEBT.—Unless the Sec-
retary of Transportation and the Secretary
of the Treasury restructure or redeem the
debt, there are authorized to be appropriated
to the Secretary of Transportation for the
use of Amtrak for the payment of interest on
loans for capital equipment, or capital
leases, the following amounts:

(A) For fiscal year 2004, $162,600,000.

(B) For fiscal year 2005, $151,300,000.

(C) For fiscal year 2006, $146,300,000.

(D) For fiscal year 2007, $137,500,000.

(E) For fiscal year 2008, $125,300,000.

(F) For fiscal year 2009, $117,100,000.

(3) REDUCTIONS IN AUTHORIZATION LEVELS.—
Whenever action taken by the Secretary of
the Treasury under subsection (c) results in
reductions in amounts of principle and inter-
est that Amtrak must service on existing
debt, Amtrak shall submit revised rec-
ommendations to the Senate Committee on
Commerce, Science and Transportation, the
House of Representatives Committee on
Transportation and Infrastructure, the Sen-
ate Committee on Appropriations, and House
of Representatives Committee on Appropria-
tions revised requests for amounts author-
ized by paragraphs (1) and (2) that reflect the
such reductions.

SEC. 403. GENERAL AMTRAK AUTHORIZATIONS.

(a) REPEAL OF SELF-SUFFICIENCY REQUIRE-
MENTS.—
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(1) TITLE 49 AMENDMENTS.—CHAPTER 241 IS
AMENDED

(A) by striking the last sentence of section
24101(d); and

(B) by striking the last sentence of section
24104(a).

(2) AMTRAK REFORM AND ACCOUNTABILITY
ACT AMENDMENTS.—Title II of the Amtrak
Reform and Accountability Act of 1997 (49
U.S.C. 24101 nt) is amended by striking sec-
tions 204 and 205.

(3) COMMON STOCK REDEMPTION DATE.—Sec-
tion 415 of the Amtrak Reform and Account-
ability Act of 1997 (49 U.S.C. 24304 nt) is
amended by striking subsection (b).

(b) LEASE ARRANGEMENTS.—Amtrak may
obtain services from the Administrator of
General Services, and the Administrator
may provide services to Amtrak, under sec-
tion 201(b) and 211(b) of the Federal Property
and Administrative Service Act of 1949 (40
U.S.C. 481(b) and 491(b)) for each of fiscal
years 2004 through 2008.

(c) FINANCIAL POWERS.—Section 415(d) of
the Amtrak Reform and Accountability Act
of 1997 by adding at the end, the following:

*“(3) This section does not affect the appli-
cability of section 3729 of title 31, United
States Code, to claims made against Am-
trak.”.

SEC. 404. EXCESS RAILROAD RETIREMENT.

Beginning in fiscal year 2004, the Secretary
of the Treasury each year shall pay to the
Railroad Retirement Account an amount
equal to the amount Amtrak must pay under
section 3221 of the Internal Revenue Code of
1986 in fiscal years that is more than the
amount needed for benefits for individuals
who retire from Amtrak and for their bene-
ficiaries. There are authorized to be appro-
priated such sums as may be necessary in
each fiscal year beginning after fiscal year
2004 for these payments.

SEC. 405. AUTHORIZATIONS FOR ENVIRON-
MENTAL COMPLIANCE AND STATION
EVIPROVEMENTS.

(a) ENVIRONMENTAL COMPLIANCE.—There

are authorized to be appropriated to the Sec-
retary of Transportation for the use of Am-
trak in order to comply with environmental
regulations the following amounts:

(A) For fiscal year 2004, $18,800,000.

(B) For fiscal year 2005, $21,700,000.

(C) For fiscal year 2006, $22,300,000.

(D) For fiscal year 2007, $15,100,000.

(E) For fiscal year 2008, $15,900,000.

(F') For fiscal year 2009, $16,000,000.

(b) CAPITAL IMPROVEMENTS TO STATIONS.—

(1) IN GENERAL.—There are authorized to be
appropriated to the Secretary of Transpor-
tation for the use of Amtrak for capital im-
provements to stations, including an initial
assessment of the full set of accessibility
needs across the national rail passenger
transportation system and improved accessi-
bility for the elderly and people with disabil-
ities and in Amtrak facilities and stations,
the following amounts:

(A) For fiscal year 2004, $17,100,000.

(B) For fiscal year 2005, $19,800,000.

(C) For fiscal year 2006, $19,800,000.

(D) For fiscal year 2007, $19,000,000.

(E) For fiscal year 2008, $19,000,000.

(F) For fiscal year 2009, $19,000,000.

(2) STUDY OF COMPLIANCE REQUIREMENTS AT
EXISTING INTERCITY RAIL STATIONS.—Amtrak
shall evaluate the improvements necessary
to make. all existing stations it serves read-
ily accessible to and usable by individuals
with disabilities, as required by section
242(e)(2) of the Americans with Disabilities
Act of 1990 (42 U.S.C. 12162(e)(2)). The evalua-
tion shall include the estimated cost of the
improvements necessary, the identification
of the responsible person (as defined in sec-
tion 241(5) of that Act (42 U.S.C. 12161(5)), and
the earliest practicable date when such im-
provements can be made. Amtrak shall sub-
mit the survey to the Senate Committee on
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Commerce, Science, and Transportation, the
House of Representatives Committee on
Transportation and Infrastructure, and the
National Council on Disability by September
30, 2005, along with recommendations for
funding the necessary improvements.

SEC. 406. TUNNEL LIFE SAFETY.

(a) LIFE SAFETY NEEDS.—There are author-
ized to be appropriated to the Secretary of
Transportation for the use of Amtrak for fis-
cal year 2004:

(1) $677,000,000 for the 6 New York tunnels
built in 1910 to provide ventilation, elec-
trical, and fire safety technology upgrades,
emergency communication and lighting sys-
tems, and emergency access and egress for
passengers.

(2) $57,000,000 for the Baltimore & Potomac
tunnel built in 1872 to provide adequate
drainage, ventilation, communication, light-
ing, and passenger egress upgrades.

(3) $40,000,000 for the Washington, DC,
Union Station tunnels built in 1904 under the
Supreme Court and House and Senate Office
Buildings to improve ventilation, commu-
nication, lighting, and passenger egress up-
grades.

(b) INFRASTRUCTURE UPGRADES.—There are
authorized to be appropriated to the Sec-
retary of Transportation for the use of Am-
trak $3,000,000 for fiscal year 2004 for the pre-
liminary design of options for a new tunnel
on a different alignment to augment the ca-
pacity of the existing Baltimore tunnels.

(c) FINANCIAL CONTRIBUTION FROM OTHER
TUNNEL USERS.—The Secretary shall, taking
into account the need for the timely comple-
tion of all life safety portions of the tunnel
projects described in subsection (a)—

(1) consider the extent to which rail car-
riers other than Amtrak use the tunnels;

(2) consider the feasibility of seeking a fi-
nancial contribution from those other rail
carriers toward the costs of the projects; and

(3) obtain financial contributions or com-
mitments from such other rail carriers if
feasible.

(d) AVAILABILITY OF FUNDS. Amounts ap-
propriated pursuant to this section shall re-
main available until expended.

SEC. 407. AUTHORIZATION FOR CAPITAL AND OP-
ERATING EXPENSES.

(a) OPERATING EXPENSES.—There are au-
thorized to be appropriated to the Secretary
of Transportation for the use of Amtrak for
operating costs the following amounts:

(1) For fiscal year 2004, $581,000,000.

(2) For fiscal year 2005, $567,000,000.

(3) For fiscal year 2006, $558,000,000.

(4) For fiscal year 2007, $529,000,000.

(5) For fiscal year 2008, $522,000,000.

(6) For fiscal year 2009, $522,000,000.

(b) CAPITAL BACKLOG AND UPGRADES.—
There are authorized to be appropriated to
the Secretary of Transportation for the use
of Amtrak for capital expenses, the following
amounts:

(1) For fiscal year 2004, $674,000,000.

(2) For fiscal year 2005, $765,000,000.

(3) For fiscal year 2006, $733,000,000.

(4) For fiscal year 2007, $604,000,000.

(5) For fiscal year 2008, $560,000,000.

(6) For fiscal year 2009, $565,000,000.

(c) REDUCTIONS.—Amounts authorized
under subsection (b) shall be reduced by
amounts equal to grants provided by the
Rail Infrastructure Finance Corporation
under title VI of this Act upon receipt to
Amtrak for capital requirements and ex-
penditures listed in the annual budget and 5
Year Financial Plan required under section
413.

SEC. 409. ESTABLISHMENT OF GRANT PROCESS.

(a) GRANT REQUESTS.—Amtrak shall sub-
mit grant requests to the Secretary of
Transportation for funds authorized to be ap-
propriated to the Secretary for the use of
Amtrak under sections 405, 406, and 407.
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(b) PROCEDURES FOR GRANT REQUESTS.—
The Secretary shall establish substantive
and procedural requirements, including
schedules, for grant requests under this sec-
tion not later than 30 days after the date of
enactment of this Act and shall transmit
copies to the Senate Committee on Com-
merce, Science, and Transportation and the
House of Representatives Committee on
Transportation and Infrastructure.

(¢) REVIEW AND APPROVAL.—

(1) 30-DAY PROCESS.—The Secretary shall
complete the review of a grant request and
approve or disapprove the request within 30
days after the date on which Amtrak sub-
mits the grant request.

(2) INCOMPLETE OR DEFICIENT REQUESTS.—If
the Secretary disapproves the request or de-
termines that the request is incomplete or
deficient, the Secretary shall immediately
notify Amtrak of the reason for disapproval
or the incomplete items or deficiencies.
Within 15 days after receiving notification
from the Secretary under the preceding sen-
tence, Amtrak shall submit a modified re-
quest for the Secretary’s review.

(3) REVISED REQUESTS.—Within 15 days
after receiving a modified request from Am-
trak, the Secretary shall either approve the
modified request, or, if the Secretary finds
that the request is still incomplete or defi-
cient, the Secretary shall identify in writing
to the Senate Committee on Commerce,
Science, and Transportation and the House
of Representatives Committee on Transpor-
tation and Infrastructure the remaining defi-
ciencies and recommend a process for resolv-
ing the outstanding portions of the request.
SEC. 409. STATE-SUPPORTED ROUTES.

The Board of Directors of Amtrak, in con-
sultation with the Secretary of Transpor-
tation and the chief executive officer of each
State and the District of Columbia, shall de-
velop a formula for funding the operating
costs of trains operating on routes not in ex-
cess of 7560 miles in length that—

(1) is equitable and fair; and

(2) ensures, within 5 years after the date of
enactment of this Act, equal treatment of all
States (and the District of Columbia) and
groups of States (including the District of
Columbia).

SEC. 410. RE-ESTABLISHMENT OF NORTHEAST
CORRIDOR SAFETY COMMITTEE.

(a) RE-ESTABLISHMENT OF NORTHEAST COR-
RIDOR SAFETY COMMITTEE.—The Secretary of
Transportation shall re-establish the North-
east Corridor Safety Committee authorized
by section 24905(b) of title 49, United States
Code.

(b) TERMINATION DATE.—Section 24905(b)(4)
is amended by striking ‘‘January 1, 1999,”
and inserting ‘‘January 1, 2009,”.

SEC. 411. AMTRAK BOARD OF DIRECTORS.

(a) IN GENERAL.—Section 24302 is amended
to read as follows:

“§ 24302. Board of directors

‘‘(a) COMPOSITION AND TERMS.—

‘(1) The board of directors of Amtrak is
composed of the following 9 directors, each
of whom must be a citizen of the United
States:

‘“(A) The President of Amtrak.

‘“(B) The Secretary of Transportation.

‘(C) T individuals appointed by the Presi-
dent of the United States, by and with the
advice and consent of the Senate, with expe-
rience and qualifications in or directly re-
lated to rail transportation, including rep-
resentatives of freight and passenger rail
transportation, travel, hospitality, cruise
line, and passenger air transportation busi-
nesses, consumers of passenger rail transpor-
tation, and State government.

‘“(2) In selecting individuals described in
paragraph (1) for nominations for appoint-
ments to the Board, the President shall con-

S15995

sult with the Speaker of the House of Rep-

resentatives, the Minority Leader of the

House of Representatives, the Majority

Leader of the Senate, and the Minority Lead-

er of the Senate and should ensure adequate

and balanced representation of the major ge-
ographic regions of the United States.

“(3) An individual appointed under para-
graph (1)(C) of this subsection serves for 5
years or until the individual’s successor is
appointed and qualified. Not more than 4 in-
dividuals appointed under paragraph (1)(C)
may be members of the same political party.

‘‘(4) The board shall elect a chairman and
a vice chairman from among its membership.
The vice chairman shall serve as chairman in
the absence of the chairman.

‘() The Secretary may be represented at
board meetings by the Secretary’s designee.

‘“(b) PAY AND EXPENSES.—Each director not
employed by the United States Government
is entitled to $300 a day when performing
board duties and powers. Each director is en-
titled to reimbursement for necessary travel,
reasonable secretarial and professional staff
support, and subsistence expenses incurred
in attending board meetings.

‘‘(¢) VACANCIES.— A vacancy on the board
is filled in the same way as the original se-
lection, except that an individual appointed
by the President of the United States under
subsection (a)(1)(C) of this section to fill a
vacancy occurring before the end of the term
for which the predecessor of that individual
was appointed is appointed for the remainder
of that term. A vacancy required to be filled
by appointment under subsection (a)(1)(C)
must be filled not later than 120 days after
the vacancy occurs.

‘(d) BYLAWS.—The board may adopt and
amend bylaws governing the operation of
Amtrak. The bylaws shall be consistent with
this part and the articles of incorporation.’.

(b) EFFECTIVE DATE FOR DIRECTORS’ PROVI-
SION.—The amendment made by subsection
(a) shall take effect on October 1, 2003. The
members of the Amtrak Reform Board may
continue to serve until 3 directors appointed
by the President under section 24302(a) of
title 49, United States Code, as amended by
subsection (a), have qualified for office.

SEC. 412. ESTABLISHMENT OF FINANCIAL AC-
COUNTING SYSTEM FOR AMTRAK
OPERATIONS BY INDEPENDENT
AUDITOR.

(a) IN GENERAL.—The Inspector General of
the Department of Transportation shall em-
ploy an independent financial consultant
with experience in railroad accounting—

(1) to assess Amtrak’s financial accounting
and reporting system and practices;

(2) to design and assist Amtrak in imple-
menting a modern financial accounting and
reporting system, on the basis of the assess-
ment, that will produce accurate and timely
financial information in sufficient detail—

(A) to enable Amtrak to assign revenues
and expenses appropriately to each of its
lines of business and to each major activity
within each line of business activity, includ-
ing train operations, equipment mainte-
nance, ticketing, and reservations;

(B) to aggregate expenses and revenues re-
lated to infrastructure and distinguish them
from expenses and revenues related to rail
operations; and

(C) to provide ticketing and reservation in-
formation on a real-time basis.

(b) VERIFICATION OF SYSTEM; REPORT.—The
Inspector General of the Department of
Transportation shall review the accounting
system designed and implemented under sub-
section (a) to ensure that it accomplishes the
purposes for which it is intended. The Inspec-
tor General shall report his findings and con-
clusions, together with any recommenda-
tions, to the Senate Committee on Com-
merce, Science, and Transportation and the
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House of Representatives Committee on
Transportation and Infrastructure.

(c) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be appropriated to
the Secretary of Transportation $2,500,000 for
fiscal year 2004 to carry out subsection (a),
such sums to remain available until ex-
pended.

SEC. 413. DEVELOPMENT OF 5-YEAR FINANCIAL
PLAN.

(a) DEVELOPMENT OF b5-YEAR FINANCIAL
PLAN.—The Amtrak board of directors shall
submit an annual budget for Amtrak, and a
5-year financial plan for the fiscal year to
which that budget relates and the subse-
quent 4 years, prepared in accordance with
this section, to the Secretary of Transpor-
tation and the Inspector General of the De-
partment of Transportation no later than—

(1) the first day of each fiscal year begin-
ning after the date of enactment of this Act;
or

(2) the date that is 60 days after the date of
enactment of an appropriation Act for the
fiscal year, if later.

(b) CONTENTS OF 5-YEAR FINANCIAL PLAN.—
The 5-year financial plan for Amtrak shall
include, at a minimum—

(1) all projected revenues and expenditures
for Amtrak, including governmental funding
sources;

(2) projected ridership levels for all Am-
trak passenger operations;

(3) revenue and expenditure forecasts for
nonpassenger operations;

(4) capital funding requirements and ex-
penditures necessary to maintain passenger
service which will accommodate predicted
ridership levels and predicted sources of cap-
ital funding;

(5) operational funding needs, if any, to
maintain current and projected levels of pas-
senger service, including state-supported
routes and predicted funding sources;

(6) projected capital and operating require-
ments, ridership, and revenue for any new
passenger service operations or service ex-
pansions;

(7) an assessment of the continuing finan-
cial stability of Amtrak, as indicated by fac-
tors such as: the ability of the federal gov-
ernment to adequately meet capital and op-
erating requirements, Amtrak’s access to
long-term and short-term capital markets,
Amtrak’s ability to efficiently manage its
workforce, and Amtrak’s ability to effec-
tively provide passenger train service.

(8) lump sum expenditures of $10,000,000 or
more and sources of funding.

(9) estimates of long-term and short-term
debt and associated principle and interest
payments (both current and anticipated);

(10) annual cash flow forecasts; and

(11) a statement describing methods of es-
timation and significant assumptions.

(¢) STANDARDS TO PROMOTE FINANCIAL STA-
BILITY.—In meeting the requirements of sub-
section (b) with respect to a 5-year financial
plan, Amtrak shall—

(1) apply sound budgetary practices, in-
cluding reducing costs and other expendi-
tures, improving productivity, increasing
revenues, or combinations of such practices;
and

(2) use the categories specified in the fi-
nancial accounting and reporting system de-
veloped under section 412 when preparing its
5-year financial plan.

(d) ASSESSMENT BY DOT INSPECTOR GEN-
ERAL.—

(1) IN GENERAL.—The Inspector General of
the Department of Transportation shall as-
sess the 5-year financial plans prepared by
Amtrak under this section to determine
whether they meet the requirements of sub-
section (b), and may suggest revisions to any
components thereof that do not meet those
requirements.
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(2) ASSESSMENT TO BE FURNISHED TO THE
CONGRESS.—The Inspector General shall fur-
nish to the House of Representatives Com-
mittee on Appropriations, the Senate Com-
mittee on Appropriations, the House of Rep-
resentatives Committee on Transportation
and Infrastructure, and the Senate Com-
mittee on Commerce, Science, and Transpor-
tation—

(A) an assessment of the annual budget
within 90 days after receiving it from Am-
trak; and

(B) an assessment of the remaining 4 years
of the 5-year financial plan within 180 days
after receiving it from Amtrak.

SEC. 414. INDEPENDENT AUDITOR TO ESTABLISH

METHODOLOGIES FOR AMTRAK
ROUTE AND SERVICE PLANNING DE-
CISIONS.

(a) REVIEW.—The Secretary of Transpor-
tation shall, in consultation with the Fed-
eral Railroad Administration, execute a con-
tract to obtain the services of an inde-
pendent auditor or consultant to research
and define Amtrak’s past and current meth-
odologies for determining intercity pas-
senger rail routes and services.

(b) RECOMMENDATIONS.—The independent
auditor or consultant shall recommend ob-
jective methodologies for determining such
routes and services, including the establish-
ment of new routes, the elimination of exist-
ing routes, and the contraction or expansion
of services or frequencies over such routes.

(c) SUBMITTAL TO CONGRESS.—The Sec-
retary shall submit recommendations re-
ceived under subsection (b) to Amtrak, the
House of Representatives Committee on
Transportation and Infrastructure, and the
Senate Committee on Commerce, Science,
and Transportation.

(d) AUTHORIZATION OF APPROPRIATIONS.—
There are authorized to be made available to
the Secretary of Transportation, out of any
amounts authorized by this Act to be appro-
priated for the benefit of Amtrak and not
otherwise obligated or expended, such sums
as may be necessary to carry out this sec-
tion.

SEC. 415. METRICS AND STANDARDS.

The Administrator of the Federal Railroad
Administration shall, in consultation with
Amtrak and host railroads, develop new or
improve existing metrics and minimum
standards for measuring the service quality
of intercity train operations, including on-
time performance, on-board services, sta-
tions, facilities, equipment, and other serv-
ices.

SEC. 416. ON-TIME PERFORMANCE.

Section 24308 is amended by adding at the
end the following:

“(f) ON-TIME PERFORMANCE AND OTHER
STANDARDS.—If the on-time performance of
any intercity passenger train averages less
than 80 percent for any consecutive 6-month
period, or the service quality of intercity
train operations for which minimum stand-
ards are established under section 415 of the
Arrive 21 Act fails to meet those standards,
Amtrak may petition the Surface Transpor-
tation Board to investigate whether, and to
what extent, delays or failure to achieve
minimum standards are due to causes that
could reasonably be addressed by a rail car-
rier over the tracks of which the intercity
passenger train operates, or by a regional au-
thority providing commuter service, if any.
In carrying out such an investigation, the
Surface Transportation Board shall obtain
information from all parties involved and
make recommendations regarding reason-
able measures to improve the service, qual-
ity, and on-time performance of the train.”.

TITLE V—RAIL INFRASTRUCTURE
FINANCE CORPORATION
SEC. 501. ESTABLISHMENT OF CORPORATION.

There is established a nonprofit corpora-

tion, to be known as the ‘‘Rail Infrastructure
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Finance Corporation’. The Rail Infrastruc-
ture Finance Corporation is not an agency or
establishment of the United States Govern-
ment. The Corporation shall be subject to
the provisions of this title and title VI, and,
to the extent consistent with this section, to
the laws of the State of Delaware applicable
to corporations not for profit.

SEC. 502. BOARD OF DIRECTORS.

(a) APPOINTMENT.—The Rail Infrastructure
Finance Corporation shall have a Board of
Directors consisting of 9 members appointed
by the President, by and with the advice and
consent of the Senate. The President shall
submit all nominations for the initial Board
not less than 180 days after the date of enact-
ment of this Act. Not more than 5 members
of the Board may be members of the same
political party.

(b) MEMBERSHIP QUALIFICATIONS.—

(1) IN GENERAL.—The 9 members of the
Board shall be appointed from among citi-
zens of the United States (not regular full-
time employees of the United States) who
are eminent in the fields of rail transpor-
tation, rail financing, and intermodal trans-
portation planning, and the financing and
management of large-scale, long-term pub-
lic-private cooperative projects.

(2) REPRESENTATION OF SPECIFIC INTER-
ESTS.—Of the 9 members of the Board, 8 of
the members shall be selected as follows:

(A) 1 member from among individuals who
represent the interests of freight rail trans-
portation.

(B) 1 member from among individuals who
represent the interests of intermodal trans-
portation.

(C) 1 member from among individuals who
represent the interests of passenger rail
transportation.

(D) 1 member from among individuals who
represent the interests of the States.

(E) 1 member from among individuals who
represent the interests of intercity passenger
rail users.

(F) 1 member from among individuals who
represent the interests of organized rail
labor.

(G) 2 members from among persons who are
involved in finance.

(c) INCORPORATION.—The members initially
appointed to the Board of Directors shall
serve as incorporators and, upon the estab-
lishment of a quorum, shall take whatever
actions are necessary to establish the Cor-
poration under the laws of Delaware.

(d) TERMS OF OFFICE.—Members of the
Board shall be appointed for terms of 6 years.
No member of the Board shall be eligible to
serve in excess of 2 consecutive full terms.

(e) VACANCIES.—A member of the Board ap-
pointed to fill a vacancy occurring prior to
the expiration of the term for which the
member’s predecessor was appointed shall be
appointed for the remainder of such term.
Upon the expiration of a member’s term, the
member shall continue to serve until a suc-
cessor is appointed.

(f) ATTENDANCE REQUIRED.—Members of the
Board shall attend not less than 50 percent of
all duly convened meetings of the Board in
any calendar year. A member who fails to
meet the requirement of the preceding sen-
tence shall forfeit membership and the Presi-
dent shall appoint a new member to fill the
resulting vacancy not later than 90 days
after such vacancy is determined by the
Chairman of the Board.

(g) ELECTION OF CHAIRMAN AND VICE CHAIR-
MAN.—Members of the Board shall annually
elect 1 of their members to be Chairman and
elect 1 or more of their members as a Vice
Chairman or Vice Chairmen.

(h) COMPENSATION.—The members of the
Board shall not, by reason of such member-
ship, be considered to be officers or employ-
ees of the United States. They shall, while
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attending meetings of the Board or while en-
gaged in duties related to such meetings or
other activities of the Board pursuant to this
Act, be entitled to receive compensation at
the rate of $300 per day, including travel-
time. No Board member shall receive com-
pensation of more than $10,000 in any fiscal
year. While away from their homes or reg-
ular places of business, Board members shall
be allowed travel and actual, reasonable, and
necessary expenses.

(i) MEETINGS OPEN TO PUBLIC.—AIll meet-
ings of the Board of Directors of the Corpora-
tion, including any committee of the Board,
shall be open to the public under such terms,
conditions, and exceptions as the Board may
establish.

(j) QUORUM AND PROCEEDINGS.—Five mem-
bers of the Board shall constitute a quorum
for the Board to conduct business. All deci-
sions of the Board shall be entered upon the
records of the Board.

SEC. 503. OFFICERS AND EMPLOYEES.

(a) IN GENERAL.—The Rail Infrastructure
Finance Corporation shall have a President,
and such other officers as may be named and
appointed by the Board for terms and at
rates of compensation fixed by the Board. No
individual other than a citizen of the United
States may be an officer of the Corporation.
No officer of the Corporation may receive
any salary or other compensation (except for
compensation for services on boards of direc-
tors of other organizations that do not re-
ceive funds from the Corporation, on com-
mittees of such boards, and in similar activi-
ties for such organizations) from any sources
other than the Corporation for services ren-
dered during the period of his or her employ-
ment by the Corporation. Service by any of-
ficer on boards of directors of other organiza-
tions, on committees of such boards, and in
similar activities for such organizations
shall be subject to annual advance approval
by the Board and subject to the provisions of
the Corporation’s Statement of Ethical Con-
duct. All officers shall serve at the pleasure
of the Board. An officer of the corporation
shall not be considered to be an officer or
employee of the United States by virtue of
such office.

(b) NONPARTISAN NATURE OF APPOINT-
MENTS.—No political test or qualification
shall be used in selecting, appointing, pro-
moting, or taking other personnel actions
with respect to officers, agents, or employees
of the Corporation.

SEC. 504. NONPROFIT AND NONPOLITICAL NA-
TURE OF THE CORPORATION.

(a) STOCK.—The Rail Infrastructure Fi-
nance Corporation shall have no power to
issue any shares of stock, or to declare or
pay any dividends.

(b) NO PRIVATE BENEFIT.—No part of the
income or assets of the Corporation shall
inure to the benefit of any director, officer,
employee, or any other individual except as
salary or reasonable compensation for serv-
ices.

(¢) POLITICAL ACTIVITY PROHIBITED.—The
Corporation may not contribute to or other-
wise support any political party or candidate
for elective public office.

(d) CONFLICTS OF INTEREST.—No director,
officer, or employee of the Corporation shall
in any manner, directly or indirectly, par-
ticipate in the deliberation upon or the de-
termination of any question affecting his or
her personal interests or the interests of any
corporation, partnership, or organization in
which he or she has a direct or indirect fi-
nancial interest. Board members shall recuse
themselves from Board decisions that di-
rectly affect either them or entities they
represent regarding grants and other finan-
cial assistance provided to States by the
Board.
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SEC. 505. PURPOSE AND ACTIVITIES OF COR-

PORATION.
(a) PURPOSE.—The Rail Infrastructure Fi-
nance Corporation shall, through the
issuance of qualified rail infrastructure

bonds in accordance with section 54 of the
Internal Revenue Code of 1986 and this title,
provide financial support for rail transpor-
tation capital projects under title VI of this
Act.

(b) BOND ISSUANCE AUTHORITY.—

(1) IN GENERAL.—In order to carry out its
purposes, the Corporation is authorized to
issue qualified rail infrastructure bonds (as
defined in section 54(e) of the Internal Rev-
enue Code of 1986) during the 6-year period
beginning on the day after the date of enact-
ment of this Act.

(2) LIMITATION.—The total face amount of
the bonds outstanding under paragraph (1) at
any time may not exceed $30,000,000,000.

(3) NO FEDERAL GUARANTEE.—

(A) OBLIGATIONS INSURED BY THE CORPORA-
TION.—No obligation that is insured, guaran-
teed, or otherwise backed by the Corporation
shall be deemed to be an obligation that is
guaranteed by the full faith and credit of the
United States.

(B) SPECIAL RULE.—This paragraph shall
not affect the determination of whether such
obligation is guaranteed for purposes of Fed-
eral income taxes.

(C) SECURITIES OFFERED BY THE CORPORA-
TION.—No debt or equity securities of the
Corporation shall be deemed to be guaran-
teed by the full faith and credit of the United
States.

(4) AUTHORITY.—To carry out the foregoing
purposes and engage in the foregoing activi-
ties, the Corporation shall have the usual
powers conferred upon a nonprofit corpora-
tion under the laws of the State of Delaware.

(c) FEDERAL ASSISTANCE.—The Corporation
shall be eligible to receive discretionary
grants, contracts, gifts, contributions, or
technical assistance from any department or
agency of the Federal Government, but only
to the extent permitted by law and to the ex-
tent necessary to carry out the purpose set
forth in subsection (a) and the activities de-
scribed in subsection (b).

(d) STATUS UNDER FEDERAL SECURITIES
LAWS.—

(1) IN GENERAL.—For purposes of the Secu-
rities Act of 1933, the Securities Exchange
Act of 1934 or the Trust Indenture Act of
1939, the Rail Infrastructure Finance Cor-
poration shall not be considered an agency
or instrumentality of the United States or
any State or Territory thereof nor an entity
described in section 3(a)(4) of the Securities
Act of 1933 and shall not be entitled to rely
on any exemption from those laws. Any secu-
rity offered or sold or guaranteed by the Rail
Infrastructure Finance Corporation may not
be offered or sold in reliance on any exemp-
tion from registration under the Securities
Act of 1933, unless exempted by rule or regu-
lation of the Securities and Exchange Com-
mission. For so long as the Rail Infrastruc-
ture Finance Corporation has any securities
outstanding, it may not rely on the rules
promulgated under the Securities Exchange
Act of 1934 to voluntarily terminate or sus-
pend the Rail Infrastructure Finance Cor-
poration’s obligations to comply with the re-
porting requirements of the Securities Ex-
change Act of 1934 with regard to any of its
outstanding securities and the provisions of
section 15(d)(6) of the Securities Exchange
Act of 1934 shall not apply to the Rail Infra-
structure Finance Corporation, unless ex-
empted by rule, regulation, or order of the
Securities and Exchange Commission.

(2) RELATIONSHIP TO FEDERAL SECURITIES
LAWS.—Except as provided in paragraph (1),
no provision of this section or any regulation
issued by any other Federal agency shall
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supercede or otherwise affect the application
of the Federal securities laws (as such term
is defined in section 2(a)(47) of the Securities
Exchange Act of 1934) or the rules, regula-
tions, or orders of the Securities and Ex-
change Commission promulgated under
those laws.

SEC. 506. REPORT TO CONGRESS.

(a) IN GENERAL.—On or before May 15 of
each year, the Rail Infrastructure Finance
Corporation shall submit an annual report
for the fiscal year ending on September 30 of
the preceding year to the Senate Committee
on Commerce, Science, and Transportation
and the House of Representatives Committee
on Transportation and Infrastructure. The
report shall include a comprehensive and de-
tailed report of the Corporation’s operations,
activities, financial condition, and accom-
plishments under this title and such rec-
ommendations as the Corporation deems ap-
propriate.

(b) AVAILABILITY FOR TESTIMONY.—The offi-
cers and directors of the Corporation shall be
available to testify before those committees
with respect to such report or any other
matter which such committees may deter-
mine.

SEC. 507. ADMINISTRATIVE MATTERS.

(a) BUDGET.—The Rail Infrastructure Fi-
nance Corporation shall establish an annual
budget for the Corporation, including the
Rail Infrastructure Investment Account
under subsection (c).

(b) IMPLEMENTATION PLAN.—

(1) REQUIREMENT FOR PLAN.—The Corpora-
tion shall conduct a study and prepare a plan
on how the Corporation can best achieve the
purposes and fulfill the requirements of this
title.

(2) CONSULTATION.—In preparing the plan,
the Corporation may consult with represent-
atives of State and local governments, rail-
roads, and other similar entities.

(3) OTHER REQUIREMENTS.—The plan, which
shall be based on the conclusions resulting
from the study conducted under paragraph
(1), shall be submitted by the Corporation to
the Senate Committee on Commerce,
Science, and Transportation and the House
of Representatives Committee on Transpor-
tation and Infrastructure not later than 180
days after the date on which the Corporation
is incorporated. Unless directed otherwise by
law, the Corporation shall implement the
plan during the first fiscal year beginning
after the fiscal year in which the plan is sub-
mitted to Congress.

(¢) RAIL INFRASTRUCTURE INVESTMENT AC-
COUNT.—

(1) ESTABLISHMENT.—The Board of Direc-
tors for the Corporation shall establish an
account to be known as the Rail Infrastruc-
ture Investment Account.

(2) DEPOSIT OF BOND PROCEEDS.—The Cor-
poration shall deposit the proceeds of sales
of any bonds issued under section 54 of the
Internal Revenue Code of 1986 into the Ac-
count.

(3) DEPOSIT OF NON-FEDERAL CONTRIBU-
TIONS.—The Board shall deposit all non-Fed-
eral contributions received into the Account.

(4) DISBURSEMENTS.—The Board may make
available and may disburse, during the first
fiscal year beginning after the date of enact-
ment of this Act and during each succeeding
fiscal year thereafter, such funds as may be
available for obligation and expenditure
from the Account.

() USE OF ACCOUNT FUNDS.—Funds in the
Account—

(A) shall be used by the Corporation for in-
vestment purposes through the trust estab-
lished under section 508 to generate an
amount sufficient—

(i) to repay the principal of the bonds at
their maturity; and
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(ii) to pay the administrative costs of the
Corporation and the Rail Infrastructure Fi-
nance Trust under section 508; and

(B) shall, to the extent of the net spendable
proceeds in the account, be held in the Rail
Infrastructure Finance Trust established
under section 508 and be available for dis-
tribution as grants of financial assistance
under title VI of this Act.

(6) NET SPENDABLE PROCEEDS DEFINED.—In
this subsection, the term ‘‘net spendable pro-
ceeds’”’, with respect to the Rail Infrastruc-
ture Investment Account, means the
amount, determined by the Board of Trust-
ees of the Rail Infrastructure Finance Trust,
equal to the excess of—

(A) the total amount in such Account, over

(B) the amount in such Account that is
needed for uses under paragraph (5)(A).

(d) RECORDS AND AUDIT.—

(1) IN GENERAL.—The account of the Cor-
poration shall be audited annually in accord-
ance with generally accepted auditing stand-
ards by independent certified public account-
ants or independent licensed public account-
ants certified or licensed by a regulatory au-
thority of a State or other political subdivi-
sion of the United States. The audits shall be
conducted at the place or places where the
accounts of the Corporation are normally
kept. All books, accounts, financial records,
reports, files, and all other papers, things, or
property belonging to or in use by the Cor-
poration and necessary to facilitate the au-
dits shall be made available to the person or
persons conducting the audits; and full fa-
cilities for verifying transactions with the
balances or securities held by depositories,
fiscal agents and custodians shall be afforded
to such person or persons.

(2) AUDIT REPORT.—The report of each such
independent audit shall be included in the
annual report required by section 506. The
audit report shall set forth the scope of the
audit and include such statements as are
necessary to present fairly the Corporation’s
assets and liabilities, surplus or deficit, with
an analysis of the changes therein during the
year, supplemented in reasonable detail by a
statement of the Corporation’s income and
expenses during the year, and a statement of
the sources and application of funds, to-
gether with the independent auditor’s opin-
ion of those statements.

(3) ACCOUNTING PRINCIPLES.—Not later than
1 year after the date of the enactment of this
Act, the Corporation shall develop account-
ing principles which shall be used uniformly
by all entities receiving funds under this
Act, taking into account organizational dif-
ferences among various categories of such
entities. Such principles shall be designed to
account fully for all funds received and ex-
pended for purposes of this Act by such enti-
ties.

(4) REQUIREMENTS FOR RECIPIENTS.—Each
entity receiving funds under this Act shall—

(A) keep its books, records, and accounts
in such form as may be required by the Cor-
poration;

(B) either—

(i) undergo an annual audit by independent
certified public accountants or independent
licensed public accountants certified or li-
censed by a regulatory authority of a State,
which audit shall be in accordance with au-
diting standards developed by the Corpora-
tion; or

(ii) submit a financial statement in lieu of
the audit required by subparagraph (A) if the
Corporation determines that the cost burden
of such audit on such entity is excessive in
light of the financial condition of such enti-
ty; and

(C) furnish biennially to the Corporation a
copy of the audit report required pursuant to
the subparagraph (B), as well as such other
information regarding finances (including an
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annual financial report) as the Corporation
may require.

() ADDITIONAL RECORDKEEPING.—ANy re-
cipient of assistance by grant or contract
under this section, other than a fixed price
contract awarded pursuant to competitive
bidding procedures, shall keep such records
as may be reasonably necessary to disclose
fully the amount and the disposition by such
recipient of such assistance, that total cost
of the project or undertaking in connection
with which such assistance is given or used,
and the amount and nature of that portion of
the cost of the projects or undertaking sup-
plied by other sources, and such other
records as will facilitate an effective audit.

(6) ACCESS TO RECORDS.—The Corporation
or any of its duly authorized representatives
shall have access to any books, documents,
papers, and records of any recipient of assist-
ance for the purpose of auditing and, exam-
ining all funds received from the Corpora-
tion.

(7) PUBLIC INSPECTION.—The Corporation
shall maintain the information described in
paragraphs (4), (5), and (6) at its offices for
public inspection and copying for at least 3
years, according to such reasonable guide-
lines as the Corporation may issue. This pub-
lic file shall be updated regularly.

SEC. 508. RAIL. INFRASTRUCTURE FINANCE
TRUST.

(a) ESTABLISHMENT.—The Board of Direc-
tors of the Rail Infrastructure Finance Cor-
poration shall establish the Rail Infrastruc-
ture Finance Trust (hereafter in this section
referred to as the “Trust’) as a trust domi-
ciled in the State of Delaware before the
issuance of bonds under section 505(b). The
Trust shall, to the extent not inconsistent
with this Act, be subject to the laws of the
State of Delaware that are applicable to
trusts. The Trust shall manage and invest
the assets of the Rail Infrastructure Account
described in section 507(c) that are trans-
ferred to it by the Board in the manner set
forth in this section.

(b) NOT A FEDERAL AGENCY OR INSTRUMEN-
TALITY.—The Trust is not a department,
agency, or other instrumentality of the Gov-
ernment of the United States and shall not
be subject to title 31, United States Code.

(c) BOARD OF TRUSTEES.—

(1) ESTABLISHMENT.—The Trust shall have
a Board of Trustees.

(2) COMPOSITION.—

(A) APPOINTMENT.—The Board of Trustees
shall consist of 5 members (hereafter in this
title referred to as ‘‘Trustees’) 3 of whom
shall be appointed by a unanimous vote of
the Board of Directors of the Rail Infrastruc-
ture Finance Corporation.

(B) REPRESENTATION OF PARTICULAR INTER-
ESTS.—The 3 members of the Board of Trust-
ees shall be selected as follows:

(i) 1 from among persons who represent the
interests of the States.

(ii) 1 from among persons who represent
the interests of freight and passenger rail-
roads.

(iii) 1 from among persons who represent
the interests of holders of qualified rail in-
frastructure bonds issued by the Rail Infra-
structure Corporation.

(C) The 2 Trustees not appointed under
subparagraph (A) shall be elected directly by
holders of qualified rail infrastructure bonds
issued by the Rail Infrastructure Corpora-
tion through procedures established by the
Board of Trustees to represent the interests
of such bond holders. The election shall be
held, and both members elected under this
subparagraph shall take office as Trustees,
within 1 year after the initial issuance of
bonds under section 505(b).

(3) MEMBERS NOT UNITED STATES OFFI-
CIALS.—The members of the Board of Trust-
ees may not be considered officers or em-
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ployees of the Government of the United
States.

(4) QUALIFICATIONS.—The Trustees shall be
appointed only from among persons who
have experience and expertise in the man-
agement of financial investments. No mem-
ber of the Board of Directors of the Rail In-
frastructure Finance Corporation is eligible
to be a Trustee.

(5) TERMS.—Each member of the Board of
Trustees shall be appointed for a 3-year
term. Any member whose term has expired
may serve until such member’s successor has
taken office, or until the end of the calendar
year in which such member’s term has ex-
pired, whichever is earlier. A vacancy in the
Board of Trustees shall not affect the powers
of the Board of Trustees and shall be filled in
the same manner as the member whose de-
parture caused the vacancy. Any member ap-
pointed to fill a vacancy occurring prior to
the expiration of the term for which the
member’s predecessor was appointed shall be
appointed for the remainder of such term.

(d) POWERS.—The Board of Trustees shall—

(1) establish investment policies, including
guidelines, and retain independent advisers
to assist in the formulation and adoption of
the investment guidelines;

(2) retain independent investment man-
agers to invest the assets of the Trust in a
manner consistent with such investment
guidelines;

(3) invest assets in the Trust, pursuant to
the policies adopted in paragraph (1);

(4) pay administrative expenses of the
Trust from the assets in the Trust;

(5) transfer money to the Rail Infrastruc-
ture Investment Account, upon request of
the Board of Directors of the Rail Infrastruc-
ture Finance Corporation, for bond repay-
ment and administrative expenses; and

(6) develop a formula, subject to approval
by the Board of Directors before the issuance
of bonds under section 505(b), for deter-
mining when there is a sufficient trust in-
come stream for purposes of paragraph (7);
and

(7) transfer net spendable proceeds to the
Board of Directors to be used for grants
under title VI of this Act after determining
that adequate trust funds are available, or
that there is a trust income stream suffi-
cient, to allow the Board of Trustees to meet
its obligations under paragraphs (4) and (5).

(e) REPORTING REQUIREMENTS AND FIDU-
CIARY STANDARDS.—The following reporting
requirements and fiduciary standards shall
apply with respect to the Trust:

(1) DUTIES OF THE BOARD OF TRUSTEES.—
The Trust and each member of the Board of
Trustees shall discharge the duties of the
Trust and the duties of the Trustee, respec-
tively (including the voting of proxies), with
respect to the assets of the Trust solely in
the interests of the Rail Infrastructure Fi-
nance Corporation and the programs funded
under this title—

(A) for the exclusive purposes of—

(i) providing sufficient funds to repay
qualified rail infrastructure bonds issued by
the Rail Infrastructure Finance Corporation,

(ii) funding the administrative costs of the
Rail Infrastructure Finance Corporation;

(iii) defraying reasonable expenses of ad-
ministering the Trust; and

(iv) providing grants for rail capital
projects under title VI of this Act; and

(B) with the care, skill, prudence, and dili-
gence under the circumstances then pre-
vailing that a prudent person acting in a like
capacity and familiar with such matters
would use in the conduct of an enterprise of
a like character and with like aims;

(C) by diversifying investments so as to
minimize the risk of large losses and to
avoid disproportionate influence over a par-
ticular industry or firm, unless under the
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circumstances it is clearly prudent not to do
s0; and

(D) in accordance with Trust governing
documents and instruments insofar as such
documents and instruments are consistent
with this title.

(2) PROHIBITIONS WITH RESPECT TO MEMBERS
OF THE BOARD OF TRUSTEES.—A member of
the Board of Trustees may not—

(A) deal with the assets of the Trust in the
Trustee’s own interest or for the Trustee’s
own account;

(B) act in an individual or in any other ca-
pacity, in any transaction involving the as-
sets of the Trust on behalf of a party (or rep-
resent a party) whose interests are adverse
to the interests of the Trust and the Rail In-
frastructure Finance Corporation; or

(C) receive any consideration for the Trust-
ee’s own personal account from any party
dealing with the assets of the Trust.

(3) EXCULPATORY PROVISIONS AND INSUR-
ANCE.—Any provision in an agreement or in-
strument that purports to relieve a Trustee
from responsibility or liability for any re-
sponsibility, obligation, or duty under this
Act shall be void. Nothing in this paragraph
shall be construed to preclude—

(A) the Trust from purchasing insurance
for its Trustees or for itself to cover liability
or losses occurring by reason of the act or
omission of a Trustee, if such insurance per-
mits recourse by the insurer against the
Trustee in the case of a breach of a fiduciary
obligation by such Trustee;

(B) a Trustee from purchasing insurance to
cover liability under this section from and
for his own account; or

(C) an employer or an employee organiza-
tion from purchasing insurance to cover po-
tential liability of 1 or more Trustees with
respect to their fiduciary responsibilities,
obligations, and duties under this section.

(4) TRUSTEES, BONDS.—

(A) REQUIREMENT.—Each Trustee and every
person who handles funds or other property
of the Trust (hereafter in this section re-
ferred to as ‘‘Trust official’’) shall be bonded.
The bond shall provide protection to the
Trust against loss by reason of acts of fraud
or dishonesty on the part of any Trust offi-
cial, directly or through the connivance of
others.

(B) AMOUNT.—The amount of a bond for a
Trustee under this paragraph shall be fixed
at the beginning of each fiscal year of the
Trust by the Board of Directors of the Rail
Infrastructure Finance Corporation. The
amount may not be less than 10 percent of
the amount of the funds administered by the
Trust.

(C) UNLAWFUL CONDUCT.—It shall be unlaw-
ful for—

(i) any Trust official to receive, handle,
disburse, or otherwise exercise custody or
control of any of the funds or other property
of the Trust without being bonded as re-
quired by this subsection;

(ii) any Trust official, or any other person
having authority to direct the performance
of such functions, to permit such functions,
or any of them, to be performed by any Trust
official, with respect to whom the require-
ments of this subsection have not been met;
and

(iii) any person to procure any bond re-
quired by this subsection from any surety or
other company or through any agent or
broker in whose business operations such
person has any control or significant finan-
cial interest, direct or indirect.

(f) ADMINISTRATIVE MATTERS.—

(1) AUTHORITY.—The Board of Trustees
shall have the authority to make rules to
govern its operations, employ professional
staff, and contract with outside advisors (in-
cluding the Rail Infrastructure Finance Cor-
poration) to provide legal, accounting, in-
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vestment advisory, or other services nec-
essary for the proper administration of this
section. In the case of a contract for invest-
ment advisory services, compensation for
such services may be provided on a fixed fee
basis or on such other terms and conditions
as are customary for such services.

(2) QUORUM AND PROCEEDINGS.—Three mem-
bers of the Board of Trustees shall constitute
a quorum for the Board to conduct business.
Investment guidelines shall be adopted by a
unanimous vote of the entire Board of Trust-
ees. All other decisions of the Board of
Trustees shall be decided by a majority vote
of the quorum present. All decisions of the
Board of Trustees shall be entered upon the
records of the Board of Trustees.

(3) COMPENSATION OF TRUSTEES AND EM-
PLOYEES.—The salaries of the Trustees are
subject to the limitations in section 502(h).

(4) COMPENSATION ARRANGEMENTS.—The
Board of Trustees may compensate invest-
ment advisory service providers and employ-
ees of the Trust on a fixed contract fee basis
or on such other terms and conditions as are
customary for such services.

(5) FUNDING.—The expenses of the Trust
and the Board of Trustees that are incurred
under this section shall be paid from the
Trust.

(g) AUDIT AND REPORT.—

(1) REQUIREMENT FOR ANNUAL AUDIT.—The
Trust shall annually engage an independent
qualified public accountant to audit the fi-
nancial statements of the Trust.

(2) ANNUAL MANAGEMENT REPORT.—The
Trust shall submit an annual management
report to be included in the annual report of
the Corporation required under section 506.
The management report under this para-
graph shall include the following matters:

(A) A statement of financial position.

(B) A statement of operations.

(C) A statement of cash flows.

(D) A statement on internal accounting
and administrative control systems.

(E) The report resulting from an audit of
the financial statements of the Trust con-
ducted under paragraph (1).

(F) Any other comments and information
necessary to inform Congress about the oper-
ations and financial condition of the Trust.

(h) ENFORCEMENT.—The Rail Infrastructure
Finance Corporation may commence a civil
action—

(1) to enjoin any act or practice by the
Trust, its Board of Trustees, or its employ-
ees or agents that violates any provision of
this title; or

(2) to obtain other appropriate relief to re-
dress such violations, or to enforce any pro-
visions of this title.

(i) EXEMPTION FROM TAX FOR RAIL INFRA-
STRUCTURE FINANCE TRUST.—Subsection (c)
of section 501 of the Internal Revenue Code
of 1986 is amended by adding at the end the
following new paragraph:

‘“(29) The Rail Infrastructure Finance
Trust established under section 408 of the Ar-
rive 21 Act.”’Add to Title IV where appro-
priate:

TITLE VI—RAIL DEVELOPMENT GRANT
PROGRAMS
SEC. 601. INTERCITY PASSENGER RAIL DEVELOP-
MENT GRANT PROGRAM.

(a) GRANTS TO STATES.—The Board of Di-
rectors of the Rail Infrastructure Finance
Corporation may, by grant, provide financial
assistance to a State, a group of States, or
the National Railroad Passenger Corporation
for, or in connection with, 1 or more inter-
city passenger rail capital projects that—

(1) in accordance with section 22504(a)(5) of
title 49, United States Code, are listed in a
State rail plan approved for such State under
chapter 225 of such title; and

(2) as determined by the Board, would pri-
marily benefit intercity passenger rail infra-
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structure or services or the development of
passenger rail corridors (including high-
speed rail corridors designated by the Sec-
retary under section 104(d) of title 23, United
States Code) and provide significant public
benefits.

(b) PURPOSES ELIGIBLE FOR GRANT FUND-
ING.—The purposes for which grants may be
made under subsection (a) for, or in connec-
tion with, an intercity passenger rail capital
project described in that subsection are as
follows:

(1) Planning, including activities described
in section 26101(b)(1) of title 49, United
States Code, and environmental impact stud-
ies.

(2) New rail line development, including
right of way and infrastructure acquisition
and construction of track and facilities.

(3) Track upgrades and restoration.

(4) Highway-rail grade crossing improve-
ment or elimination.

(5) Track, infrastructure, and facility relo-
cation.

(6) Acquisition, financing, or refinancing of
locomotives and rolling stock.

(7) Intermodal and station facilities.

(8) Tunnel and bridge repair or replace-
ment.

(9) Communications and signaling
provements.

(10) Environmental impact mitigation.

(11) Security improvements.

(12) Supplemental funding for direct loans
or loan guarantees made under title V of the
Railroad Revitalization and Regulatory Re-
form Act of 1976 (45 U.S.C. 821 et seq.).

(13) Payment of credit risk premiums, to
lower rates of interest, or to provide for a
holiday on principal payments on loan or fi-
nancing directly associated with rail capital
projects described in paragraphs (1) through
(11).

(c) PROJECT SELECTION CRITERIA.—The
Board, in selecting the recipients of financial
assistance to be provided under subsection
(a), shall—

(1) require that each proposed project meet
all safety requirements that are applicable
to the project under law, and give a pref-
erence to any project determined by the
Board as having provided for particularly
high levels of safety;

(2) give preference to projects with high
levels of estimated ridership, increased
ontime performance, reduced trip time, addi-
tional service frequency, or other significant
service enhancements as measured against
minimum standards developed under section
415 of this Act;

(3) encourage intermodal connectivity
through projects that provide direct connec-
tions between train stations, airports, bus
terminals, subway stations, ferry ports, and
other modes of transportation;

(4) ensure a general balance across geo-
graphic regions of the United States in pro-
viding such assistance and avoid a con-
centration of a disproportionate amount of
such financial assistance in a single project,
State, or region of the country;

(5) encourage projects that also improve
freight or commuter rail operations;

(6) ensure that each project is compatible
with, and is operated in conformance with—

(A) plans developed pursuant to the re-
quirements of sections 135 of title 23, United
States Code;

(B) State rail plans under chapter 225 of
title 49, United States Code; and

(C) the national rail plan (if it is avail-
able); and

(8) favor the following kinds of projects:

(A) Projects that are expected to have a
significant favorable impact on air or high-
way traffic congestion, capacity, or safety.

(B) Projects that have significant environ-
mental benefits.

im-
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(C) Projects that are—

(i) at a stage of preparation that all pre-
commencement compliance with environ-
mental protection requirements has already
been completed; and

(ii) ready to be commenced.

(D) Projects with positive economic and
employment impacts.

(E) Projects that encourage the use of posi-
tive train control technologies.

(F) Projects that have commitments of
funding from non-Federal Government
sources in a total amount that exceeds the
minimum amount of the non-Federal con-
tribution required for the project.

(G) Projects that involve donated property
interests or services.

(H) Projects that enhance national secu-
rity.

(d) AMTRAK ELIGIBILITY.—To receive a
grant under this section, the National Rail-
road Passenger Corporation may enter into a
cooperative agreement with 1 or more States
to carry out 1 or more projects on an ap-
proved State rail plan’s ranked list of pri-
ority freight and passenger rail capital
projects developed under section 22504(a)(5)
of title 49, United States Code, or may sub-
mit an independent application for a grant
for any eligible project under this section.
Any such independent grant request shall be
subject to the same selection criteria as
apply under subsection (b) to projects of
States, except the criteria set forth in sub-
section (a) (1) and subparagraphs (A) and (B)
of subsection (b)(12).

(e) LIMITATIONS.—

(1) 2-YEAR AVAILABILITY.—If any amount
provided as a grant to a State or the Na-
tional Railroad Passenger Corporation under
this section is not obligated or expended for
the purposes described in subsection (a) or
(b) within 2 years after the date on which the
State or Corporation received the grant,
such sums shall be returned to the Board for
other intercity passenger rail development
projects under this section at the discretion
of the Board.

(2) SINGLE PROJECT AMOUNT.—In awarding
grants to States or the National Railroad
Passenger Corporation for eligible projects
under this section, the Board shall limit the
amount of any grant made for a particular
project in a fiscal year to not more than 30
percent of the total amount of the funds
available for grants under this section for
that fiscal year.

(3) AMTRAK.—The total amount of grants
made under this section solely to the Na-
tional Railroad Passenger Corporation in a
fiscal year may not exceed 50 percent of the
total amount available under this section for
all grants in that fiscal year.

(f) FUNDING.—Amounts reserved for grants
for a fiscal year under section 606(b)(1) shall
be available for grants under this section.

(e) PUBLIC BENEFIT.—The term ‘‘public ben-
efit”” means a benefit accrued to the public
in the form of enhanced mobility of people or
goods, environmental protection or enhance-
ment, congestion mitigation, enhanced trade
and economic development, improved air
quality or land use, more efficient energy
use, enhanced public safety or security, re-
duction of public expenditures due to im-
proved transportation efficiency or infra-
structure preservation, and any other posi-
tive community effects as defined by the
Secretary.

SEC. 602. FREIGHT RAIL INFRASTRUCTURE DE-
VELOPMENT GRANT PROGRAM.

(a) GRANTS TO STATES.—The Board of Di-
rectors of the Rail Infrastructure Finance
Corporation shall, by grant, provide finan-
cial assistance to a State or group of
States—

(1) for, or in connection with, 1 or more
freight rail capital projects that—
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(A) in accordance with section 22504(a)(5) of
title 49, United States Code, are listed in a
State rail plan approved for such State under
chapter 225 of such title; and

(B) as determined by the Board, would pri-
marily benefit freight rail transportation in-
frastructure or services, but also would pro-
vide significant public benefits; or

(2) for the payment of staff expenses asso-
ciated with the management of State rail
programs and the development and updating
of State rail plans under chapter 225 of title
49, United States Code.

(b) PURPOSES ELIGIBLE FOR GRANT FUND-
ING.—The purposes for which grants may be
made under subsection (a)(1) for, or in con-
nection with, a freight rail capital project
are as follows:

(1) Planning, including activities described
in section 26101(b)(1) of title 49, United
States Code, and environmental impact stud-
ies.

(2) New rail line development, including in-
frastructure acquisition and construction of
track and facilities.

(3) Track upgrades and restoration.

(4) Highway-rail grade crossing improve-
ment or elimination.

(5) Track, infrastructure, and facility relo-
cation.

(6) Intermodal facilities.

(7) Tunnel and bridge repair or replace-
ment.

(8) Communications and signaling
provements.

(9) Environmental impact mitigation.

(10) Security improvements.

(11) Supplemental funding for direct loans
or loan guarantees made under title V of the
Railroad Revitalization and Regulatory Re-
form Act of 1976 (45 U.S.C. 821 et seq.) for
projects described in the last sentence of sec-
tion 502(d) of that Act (45 U.S.C. 822(d)).

(12) Payment of credit risk premiums, to
lower rates of interest, or to provide for a
holiday on principal payments on loan or fi-
nancing directly associated with capital
projects described paragraphs (1) through (9).

(c) STATE GRANT FUNDING FORMULA.—Of
the total amount reserved for a grant pro-
gram under section 606(b)(2) for a fiscal year,
there shall be reserved for each State (to
fund grants made to such State under this
section) the amount determined for such
State in accordance with a formula pre-
scribed by the Board to weigh equally for
each State—

(1) the number of rail miles in active use in
the State;

(2) the number of rail cars loaded in the
State;

(3) the number of rail cars unloaded in the
State; and

(4) the number of railroad and public road
grade crossings in the State.

(d) PERIOD OF AVAILABILITY FOR GRANTS.—

(1) THREE-YEAR RESERVATION.—The amount
reserved for grant to a State under section
(c) in a fiscal year shall be available for
grant to such State in such fiscal year and
the 2 successive fiscal years.

(2) CANCELLATION AT END OF PERIOD.—At
the end of the third of the 3 successive fiscal
years, the reservation of any part of the
amount for a State that has not been award-
ed in a grant to such State shall be canceled,
and the amount of the canceled reservation—

(A) shall be merged with the funds reserved
for the grant program under section 606(b)(2)
for the next fiscal year; and

(B) shall be reserved for each State in ac-
cordance with the formula provided under
this section.

() TWwO-YEAR  AVAILABILITY.—If any
amount provided as a grant to a State under
this section is not obligated or expended for
the purposes described in subsection (a) or
(b) within 2 years after the date on which the
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State received the grant, such sums shall be

returned to the Board for other freight rail

capital projects under this section at the dis-

cretion of the Board.

SEC. 603. HIGH PRIORITY PROJECTS GRANT PRO-
GRAM.

(a) GRANTS TO STATES.—The Board of Di-
rectors of the Rail Infrastructure Finance
Corporation may, by grant, provide financial
assistance to a State, a group of States, or
the National Railroad Passenger Corporation
for intercity passenger rail and freight rail
infrastructure development projects that are
designated as high priority projects under
section 22505 of title 49, United States Code.

(b) PURPOSES.—The purposes for which a
grant may be made under this section are—

(1) in the case of an intercity passenger
rail corridor development project, the same
purposes as are provided under section 601;
and

(2) in the case of a freight rail infrastruc-
ture development project, the same purposes
as are provided under section 602.

(c) PREFERRED PROJECTS.—In selecting the
projects to receive financial assistance under
this section, the Board shall give preference
to a project that—

(1) provides for use of positive train control
technologies;

(2) provides for particularly high levels of
safety;

(3) increases intermodal connectivity by
providing or improving direct connections
between rail facilities and other modes of
transportation;

(4) assists the Board—

(A) to achieve a general balance across ge-
ographic regions of the United States in the
awarding of grants under this section; and

(B) to avoid a concentration of a dispropor-
tionate amount of such financial assistance
in a single project, State, or region of the
country;

(5) has a significant favorable impact on
highway, aviation, or maritime capacity,
congestion, or safety;

(6) improves the national intercity pas-
senger rail system through higher levels of
estimated ridership, reduced trip time, in-
creased ontime performance, additional serv-
ice frequency, or other significant service
enhancements as measured against min-
imum standards developed under section 415
of this Act;

(7) has positive economic and employment
impacts;

(8) has significant environmental benefits;

(9) is—

(A) at the stage of preparation that all pre-
commencement compliance with environ-
mental protection requirements has been
completed; and

(B) ready to be commenced;

(10) has received financial commitments
and other support from non-Federal entities
such as States, local governments, and pri-
vate entities;

(11) has commitments of funding from non-
Federal Government sources in a total
amount that exceeds the minimum amount
of the non-Federal contribution required;
and

(12) involves donated property interests or
services.

(d) AMTRAK ELIGIBILITY.—To receive a
grant under this section, the National Rail-
road Passenger Corporation may submit an
independent application or may enter into a
cooperative agreement with 1 or more States
to carry out 1 or more high priority projects
designated under section 22506 of title 49,
United States Code. Any such independent
grant request shall be subject to the same
conditions as apply under this section to
projects of States.

(e) LIMITATIONS.—

(1) TWO-YEAR AVAILABILITY.—If any amount
provided as a grant to a State or the Na-
tional Railroad Passenger Corporation under



November 25, 2003

this section is not obligated or expended for
the purposes for which the grant is made
within 2 years after the date on which the
State or the National Railroad Passenger
Corporation received the grant, such sums
shall be returned to the Board for other high
priority projects under this section at the
discretion of the Board.

(2) SINGLE PROJECT AMOUNT.—In awarding
grants to States for eligible projects under
this section, the Board shall limit the
amount of any grant made for a particular
project in a fiscal year to not more than 30
percent of the total amount of the funds
available for grants under this section for
that fiscal year.

(f) FUNDING.—Amounts reserved for grants
for a fiscal year under section 606(b)(3) shall
be available for grants under this section.
SEC. 604. GRANT PROGRAM REQUIREMENTS AND

LIMITATIONS.

(a) AUTHORIZED USES.—The proceeds of a
grant made for a project under this title may
be used to defray the costs of the project or
to reimburse the recipient for costs of the
project paid by the recipient.

(b) NON-FEDERAL CONTRIBUTION.—The pro-
ceeds of a grant under this title may be re-
leased upon receipt by the Board of Directors
of the Rail Infrastructure Finance Corpora-
tion of cash payment by a non-Federal Gov-
ernment source, or 1 or more such sources
jointly, in an amount not less than the
amount equal to 20 percent of the amount of
the grant disbursed. The cash payment may
not be derived, directly or indirectly, from
Federal funds. Amounts received under this
subsection shall be credited to the Rail In-
frastructure Investment Account established
under section 507(e).

(c) PREFERENCE INVOLVING DONATED PROP-
ERTY INTERESTS AND SERVICES.—In selecting
projects for grant funding under this title,
the Board may give preference to projects
that involve donated right-of-way, property,
or in-kind services by a public sector or pri-
vate sector entity. The value of a donation
under this subsection may not be counted to-
ward satisfaction of the requirement in sub-
section (b).

(d) FLEXIBILITY.—Notwithstanding any
other provision of this title, amounts made
available under section 506 may be combined
and used for projects that significantly ben-
efit either freight rail service, intercity pas-
senger rail service, or both.

(e) SUBALLOCATION; PUBLIC-PRIVATE PART-
NERSHIPS.—

(1) IN GENERAL.—A metropolitan planning
organization, State transportation depart-
ment, or other project sponsor may enter
into an agreement with any public, private,
or nonprofit entity to cooperatively imple-
ment any project funded with a grant under
this title.

(2) FORMS OF PARTICIPATION.—Participation
by an entity under paragraph (1) may consist
of—

(A) ownership or operation of any land, fa-
cility, locomotive, rail car, vehicle, or other
physical asset associated with the project;

(B) cost-sharing of any project expense;

(C) carrying out administration, construc-
tion management, project management,
project operation, or any other management
or operational duty associated with the
project; and

(D) any other form of participation ap-
proved by the Board.

(3) SUB-ALLOCATION.—A State may allocate
funds under this section to any entity de-
scribed in paragraph (1).

() SPECIAL TRANSPORTATION CIR-
CUMSTANCES.—In carrying out this section,
the Board shall allocate an appropriate por-
tion of the amounts available under section
601 or 602 to provide appropriate transpor-
tation-related assistance in any State in
which the rail transportation system—
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‘(1) is not physically connected to rail sys-
tems in the continental United States; and

‘“(2) may not otherwise qualify for assist-
ance under section 601 or 602 due to the con-
straints imposed on the railway infrastruc-
ture in that State due to the unique charac-
teristics of the geography of that State or
other relevant considerations, as determined
by the Board.

(g) APPLICATIONS.—To seek a grant under
this title, a State or, in the case of a grant
under section 601 or 603, the National Rail-
road Passenger Corporation shall submit an
application for the grant to the Board. The
application shall be submitted at such time
and contain such information as the Board
requires.

(h) PROCEDURES FOR GRANT AWARD.—The
Board shall prescribe procedures and sched-
ules for the awarding of grants under this
title, including application and qualification
procedures and a record of decision on appli-
cant eligibility. The procedures shall include
the execution of a grant agreement between
the applicant and the Board. The Board shall
issue a final rule establishing the procedures
not later than 90 days after the date on
which a sufficient number of the members of
Board to constitute a quorum has taken of-
fice.

(i) DOMESTIC BUYING PREFERENCE.—

(1) REQUIREMENT.—

(A) IN GENERAL.—In carrying out a project
funded in whole or in part with a grant under
this title, the grant recipient shall purchase
only—

(i) unmanufactured articles, material, and
supplies mined or produced in the United
States; or

(ii) manufactured articles, material, and
supplies manufactured in the United States
substantially from articles, material, and
supplies mined, produced, or manufactured
in the United States.

(B) DE MINIMIS AMOUNT.—Subparagraph (1)
applies only to a purchase in an total
amount that is not less than $1,000,000.

(2) EXEMPTIONS.—On application of a re-
cipient, the Board may exempt a recipient
from the requirements of this subsection if
the Board decides that, for particular arti-
cles, material, or supplies—

(A) such requirements are
with the public interest;

(B) the cost of imposing the requirements
is unreasonable; or

(C) the articles, material, or supplies, or
the articles, material, or supplies from
which they are manufactured, are not mined,
produced, or manufactured in the United
States in sufficient and reasonably available
commercial quantities and are not of a satis-
factory quality.

(3) UNITED STATES DEFINED.—In this sub-
section, the term ‘‘the United States’ means
the States, territories, and possessions of the
United States and the District of Columbia.
SEC. 605. STANDARDS AND CONDITIONS.

(a) OPERATORS DEEMED RAIL CARRIERS AND
EMPLOYERS FOR CERTAIN PURPOSES.—A per-
son that con ducts rail operations over rail
infrastructure constructed or improved with
funding provided in whole or in part in a
grant made under this title

(1) shall be considered an employer for pur-
poses of the Railroad Retirement Act of 1974
(45 U.S.C. 231 et seq.); and

(2) shall be considered a carrier for pur-
poses of the Railway Labor Act (43 U.S.C. 151
et seq.).

(b) GRANT CONDITIONS.—The Board of Di-
rectors of the Rail Infrastructure Finance
Corporation shall require as a condition of
making any grant under this title that in-
cludes the improvement or use of rights-of-
way owned by a railroad that—

(1) a written agreement exist between the
applicant and the railroad regarding such
use and owner ship, including—

inconsistent
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(A) any compensation for such use;

(B) assurances regarding the adequacy of
infrastructure capacity to accommodate
both existing and future freight and pas-
senger operations; and

(C) an assurance by the railroad that col-
lective bargaining agreements with the rail-
road’s employees (including terms regulating
the contracting of work) will remain in full
force and effect according to their terms for
work performed by the railroad on the rail-
road transportation corridor; and

(2) the applicant agrees to comply with—

(A) the standards of section 24312 of title
49, United States Code, as such section was
in effect on September 1, 2003, with respect
to the project in the same manner that the
National Railroad Passenger Corporation is
required to comply with those standards for
construction work financed under an agree-
ment made under section 24308(a) of that
title; and

(B) the protective arrangements estab-
lished under section 504 of the Railroad Revi-
talization and Regulatory Reform Act of 1976
(45 U.S.C. 836) with respect to employees af-
fected by actions taken in connection with
the project to be financed in whole or in part
by the Rail Infrastructure Finance Corpora-
tion.

() REPLACEMENT OF EXISTING INTERCITY
PASSENGER RAIL SERVICE.—

(1) COLLECTIVE BARGAINING AGREEMENT FOR
INTERCITY PASSENGER RAIL PROJECTS.—Any
entity providing intercity passenger railroad
transportation that begins operations after
the date of enactment of this Act on a
project funded in whole or in part by grants
made under this title and replaces intercity
rail passenger service that was provided by
another entity as of such date shall enter
into an agreement with the authorized bar-
gaining agent or agents for employees of the
predecessor provider that—

(A) gives each qualified employee of the
predecessor provider priority in hiring ac-
cording to the employee’s seniority on the
predecessor provider for each position with
the replacing entity that is in the employ-
ee’s craft or class and is available within 3
years after the termination of the service
being replaced;

(B) establishes a procedure for notifying
such an employee of such positions;

(C) establishes a procedure for such an em-
ployee to apply for such positions; and

(D) establishes rates of pay, rules,
working conditions.

(2) IMMEDIATE REPLACEMENT SERVICE.—

(A) NEGOTIATIONS.—If the replacement of
preexisting intercity rail passenger service
occurs concurrent with or within a reason-
able time before the commencement of the
replacing entity’s rail passenger service, the
replacing entity shall give written notice of
its plan to replace existing rail passenger
service to the authorized collective bar-
gaining agent or agents for the employees of
the predecessor provider at least 90 days be-
fore the date on which it plans to commence
service. Within 5 days after the date of re-
ceipt of such written notice, negotiations be-
tween the replacing entity and the collective
bargaining agent or agents for the employees
of the predecessor provider shall commence
for the purpose of reaching agreement with
respect to all matters set forth in subpara-
graphs (A) through (D) of paragraph (1). The
negotiations shall continue for 30 days or
until an agreement is reached whichever is
sooner. If at the end of 30 days the parties
have not entered into an agreement with re-
spect to all such matters, the unresolved
issues shall be submitted for arbitration in
accordance with the procedure set forth in
subparagraph (B).

(B) ARBITRATION.—If an agreement has not
been entered into with respect to all matters

and
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set forth in subparagraphs (A) through (D) of
paragraph (1) as described in subparagraph
(A) of this paragraph, the parties shall select
an arbitrator. If the parties are unable to
agree upon the selection of such arbitrator
within 5 days, either or both parties shall no-
tify the National Mediation Board, which
shall provide a list of seven arbitrators with
experience in arbitrating rail labor protec-
tion disputes. Within 5 days after such noti-
fication, the parties shall alternately strike
names from the list until only 1 name re-
mains, and that person shall serve as the
neutral arbitrator. Within 45 days after se-
lection of the arbitrator, the arbitrator shall
conduct a hearing on the dispute and shall
render a decision with respect to the unre-
solved issues among the matters set forth in
subparagraphs (A) through (D) of paragraph
(1). This decision shall be final, binding, and
conclusive upon the parties. The salary and
expenses of the arbitrator shall be borne
equally by the parties; all other expenses
shall be paid by the party incurring them.

(3) SERVICE COMMENCEMENT.—A replacing
entity under this subsection shall commence
service only after an agreement is entered
into with respect to the matters set forth in
subparagraphs (A) through (D) of paragraph
(1) or the decision of the arbitrator has been
rendered.

(4) SUBSEQUENT REPLACEMENT OF SERVICE.—
If the replacement of existing rail passenger
service takes place within 3 years after the
replacing entity commences intercity pas-
senger rail service, the replacing entity and
the collective bargaining agent or agents for
the employees of the predecessor provider
shall enter into an agreement with respect
to the matters set forth in subparagraphs (A)
through (D) of paragraph (1). If the parties
have not entered into an agreement with re-
spect to all such matters within 60 days after
the date on which the replacing entity re-
places the predecessor provider, the parties
shall select an arbitrator using the proce-
dures set forth in paragraph (2)(B), who
shall, within 20 days after the commence-
ment of the arbitration, conduct a hearing
and decide all unresolved issues. This deci-
sion shall be final, binding, and conclusive
upon the parties.

(d) INAPPLICABILITY TO CERTAIN RAIL OPER-
ATIONS.—Nothing in this section applies to—

(1) commuter rail passenger transportation
(as defined in section 24102(4) of title 49,
United States Code) operations of a State or
local government authority (as those terms
are defined in section 5302(11) and (6), respec-
tively, of that title) eligible to receive finan-
cial assistance under section 5307 of that
title, or to its contractor performing services
in connection with commuter rail passenger
operations (as so defined); or

(2) the Alaska Railroad or its contractors.

(3) The National Railroad Passenger Cor-
poration’s access rights to railroad rights of
way and facilities under current law for
projects funded under this title where train
operating speeds do not exceed 79 miles per
hour.

SEC. 606. GRANT PROGRAM FUNDING.

(a) ANNUAL RESERVATION OF FUNDS.—Each
fiscal year, the Board of directors of the Rail
Infrastructure Finance Corporation Board
shall reserve for grants under each of the
grant programs authorized under sections
501, 502, and 503 the amount determined by
multiplying the percent applicable to the
program under subsection (b) times the
amount of the net spendable proceeds (as de-
fined under section 507(c)(7)) that is available
for such fiscal year.

(b) APPLICABLE PERCENT.—The percent ap-
plicable to a grant program under subsection
(a) is as follows:

(1) INTERCITY PASSENGER RAIL DEVELOP-
MENT GRANT PROGRAM.—For the intercity
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passenger rail development grant program
under section 601, 40 percent.

(2) FREIGHT INFRASTRUCTURE DEVELOPMENT
GRANT PROGRAM.—For the freight infrastruc-
ture development grant program under sec-
tion 602, 40 percent.

(4) HIGH PRIORITY PROJECTS GRANT PRO-
GRAM.—For the high priority projects grant
program under section 603, 20 percent.

TITLE VII—AUTHORIZATION OF
APPROPRIATIONS
SEC. 701. AUTHORIZATION OF APPROPRIATIONS.

There is authorized to be appropriated
$5,000,000 for fiscal year 2004 for the estab-
lishment and payment of initial administra-
tive costs of the Rail Infrastructure Finance
Corporation, including the Rail Infrastruc-
ture Finance Trust.

Mr. CARPER. Mr. President, I rise
today to join Senators HOLLINGS, COL-
LINS, SPECTER, JEFFORDS and LAUTEN-
BERG in introducing ‘“‘ARRIVE 21,” the
American Railroad Revitalization, In-
vestment, and Enhancement Act of the
21st Century. ARRIVE 21 is a com-
prehensive proposal that creates a new
public/private partnership to fund rail
infrastructure development, reauthor-
izes and improves Amtrak, and en-
hances Federal and State rail policy
and planning efforts.

As our Nation faces a mobility crisis
of staggering proportions, with freight
movements expected to double and our
highways and airways already overbur-
dened with congestion, ARRIVE 21 will
give our States a new and powerful tool
to unlock the potential of intercity
passenger rail, bringing high-speed rail
to viable corridors across the country
while providing capital funding for
freight rail projects that deliver public
benefits. Today’s passenger and freight
railroads are already essential compo-
nents of our surface transportation
system and I believe that greater use of
rail offers one of the best opportunities
to augment the capacity of our exist-
ing transportation network, while ben-
efiting the environment and reducing
our dependency on foreign oil.

Historically, railroads have been
built, maintained and operated outside
of the publicly funded programs that fi-
nance our other transportation modes,
relying almost exclusively on the pri-
vate sector to fund their infrastruc-
ture. However, today’s railroads face
restricted access to capital and capac-
ity constraints that limit service qual-
ity and expansion, all the while facing
ever-growing modal competition fi-
nanced by federally funded trust funds.
If rail is to remain viable or increase
its share of the intercity passenger and
freight markets—necessary develop-
ments if we are to reach other trans-
portation and public policy goals in-
cluding highway infrastructure preser-
vation, highway and air congestion re-
lief, energy efficiency, environmental
stewardship and smart growth develop-
ment—then the pubic sector, through
arm’s length voluntary partnerships
with private railroads, must play a
more active role in financing the devel-
opment of freight and passenger rail in-
frastructure, as it has with all other
modes.
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Today, America’s freight railroads
carry 16 percent of the nation’s freight
by tonnage and intercity passenger rail
carriers roughly 23 million passenger
annually. But, the ability of our pas-
senger and freight rail systems to gen-
erate the sufficient investment capital
needed to maintain this market share,
or expand it to handle the expected in-
creases in passenger and freight traffic
over the next 20 years, is limited or in
jeopardy. According to the America As-
sociation of State Highway and Trans-
portation Officials’ (ASSHTO) ‘“‘Freight
Rail Bottom Line Report,” the nation’s
freight railroads will need an addi-
tional $2.65 billion of public sector an-
nual capital investment over the next
20 years above and beyond what they
can finance themselves just to main-
tain their current share of the freight
tonnage.

Without this additional investment,
freight traffic is likely to shift from
rail to our highways, resulting in an
additional 450 million tons of freight
and 15 billion truck VMT (Vehicle
Miles Traveled) on our roads and $162
billion in increased shipper costs, $238
billion in increased highway user costs,
and approximately $20 billion in direct
additional highway infrastructure
costs. Alternatively, ASSHTO has con-
cluded that with a public investment of
$4 billion annually in freight rail infra-
structure over the next 20 years,
freight rail’s tonnage share would in-
crease 1 percentage point to 17 percent.
This shift would thereby relieve our
highways of an estimated 600 million
tons of freight traffic and 25 billion
VMT, while saving shippers $239 billion
and highways users $397 billion, and re-
ducing direct highway infrastructure
costs by $17 billion.

For intercity passenger rail,
ASSHTO similarly concludes that
roughly $3 billion in annual public sec-
tor investment over the next 20 years
is needed to expand intercity passenger
rail services and advance the many via-
ble high speed rail corridors that could
reduce highway and aviation conges-
tion. The Texas Transportation Insti-
tute’s ‘2003 Urban Mobility Report,”
which looks at transportation mobility
in 75 cities of varying sizes, concludes
that the average annual transportation
delay time per person climbed from ‘16
hours in 1982 to 60 hours in 2001’ due to
the congestion of our surface system.

High-quality and high-speed intercity
passenger service, especially in inter-
city corridors of 500 miles or less where
rail can offer competitive trip times,
offers a tremendous opportunity to re-
lieve such congestion by shifting trav-
elers who current drive and fly onto
trains. Today, roughly 80 percent off
all trips of more than 100 miles are less
than 500 miles in length. Successful
rail corridors in California, the Pacific
Northwest, and in the Northeast have
shown that rail can be viable option for
travelers in such markets, capturing
significant market share and in same
cases becoming the dominate mode
when frequent and high-quality service
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is offered. Where intercity passenger
rail is successful, congestion in our air-
ports and on our highways is reduced,
smart development is induced, jobs are
created and citizens’ safety and quality
of life are improved.

Theses facts lead to the obvious con-
clusion that leveraging modest public
investment in our rail system will reap
benefits to our entire surface transpor-
tation system and to our Nation as a
whole. In my State of Delaware, we
have clearly seen the value that high-
quality passenger and freight rail serv-
ice brings and we have made signifi-
cant investments to upgrade both Am-
trak facilities and infrastructure and
enhance freight capacity for the rail-
roads that serve Delaware industries.
But despite of all the good reasons to
invest in our railroad infrastructure,
Delaware and other States are limited
in what they can do on there own with-
out the benefit of the financing part-
nership that our Federal Government
provides the State for all other trans-
portation investments. ARRIVE 21 is
designed to change that.

ARRIVE 21 will empower our States
to make rational investments in our
rail system when such investments
provide significant pubic benefits.
Through the creation of the Rail Infra-
structure Finance Corporation (RIFCO)
a non-profit, non-Federal, congression-
ally-chartered corporation that can
issue $30 billion in tax-credit bonds
over 6 years, States will have a new
partner to assist them in undertaking
rail capital projects. RIFCO will award,
using a portion of the proceeds from
the bond issuance, discretionary cap-
ital matching grants to States and Am-
trak for high-speed rail and intercity
passenger rail projects and State for-
mula matching grants for freight cap-
ital projects. Prior to issuing grants, a
portion of the bond proceeds will be de-
posited in a secure and continually
monitored repayment fund managed by
the RIFCO investment trust to retire
the debt over the life of the bonds.

Passenger and freight rail projects el-
igible for funding through RIFCO in-
clude planning and environmental re-
view, rail line rehabilitation, upgrades
and development, safety and security
projects, passenger equipment acquisi-
tion, station improvements, and inter-
modal facilities development. In order
to receive grants, States must prepare
a State rail plan and provide a 20 per-
cent non-Federal match to RIFCO,
thereby replicating the cost sharing re-
lationship our States currently have
for investments in other modes.

ARRIVE 21 will promote jobs and
economic growth through the rehabili-
tation and expansion of rail infrastruc-
ture, the manufacture and procure-
ment of new rail equipment and the en-
hancement of mobility and develop-
ment in and around or cities and
towns. Our bill provides a total $42 bil-
lion investment in U.S. rail infrastruc-
ture and service to expand high-speed
passenger rail in congested corridors,
strengthen Amtrak, and improve
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freight mobility. Such investment will
revitalize the U.S. rail supply industry
and create thousands of jobs. Accord-
ing to U.S. Transportation Secretary
Mineta, every $1 billion invested in
transportation infrastructure -creates
roughly 47,500 jobs. That means AR-
RIVE 21 stands to create roughly 2 mil-
lion jobs, if enacted.

ARRIVE 21 reauthorizes and reforms
Amtrak. Designed to improve upon
Amtrak’s current congressional and
State funding processes, our bill au-
thorizes approximately $1.5 billion an-
nually for 6 years to Amtrak for the
basic capital and operating needs re-
quired to run and maintain the current
system. In addition to these funds, the
States and Amtrak can pursue major
capital improvements and equipment
acquisition through RIFCO, with re-
ductions in Amtrak’s capital author-
izations for projects funded through
RIFCO capital grants. Through this
process, the amount needed for annual
Amtrak appropriation for capital will
be reduced over the life of the reau-
thorization, as RIFCO begins to finance
a growing share of Amtrak’s capital
needs. As is the case today, operating
costs on long distance trains will be
covered by Amtrak’s annual appropria-
tion, while States will share the costs
with Amtrak for operations of short
distance corridors.

For such shot distance corridors, AR-
RIVE 21 infuse fairness into the cur-
rent system by requiring parity be-
tween Amtrak and all States for cost
sharing, putting an end to disparate
treatment among the States that con-
tract with Amtrak to provide corridor
service. Furthermore, it authorizes a
study of new methodologies to deter-
mine Amtrak routes and services while
defining the national passenger rail
system based on existing service and
high-speed rail corridors. ARRIVE 21
also requires a whole host of new re-
forms including accounting trans-
parency measures, the establishment of
a quarterly grant process for Amtrak
through the U.S. Department of Trans-
portation to ensure accountability, and
the creation of new service metrics
that will improve the monitoring and
quantification of Amtrak service per-
formance and quality.

ARRIVE 21 helps to coordinate rail-
planning efforts across the U.S. at the
national and State level and increases
the Federal Railroad Administration’s
advocacy role in promoting a safe, se-
cure, efficient, environmentally sound
rail transportation system nationwide.
The bill directs the Federal Govern-
ment to develop a national rail plan in
coordination with State rail plans and
creates a rail cooperative research pro-
gram through the National Academies
of Sciences. It also authorizes addi-
tional funds for planning of high-speed
rail projects through the U.S. Sec-
retary of Transportation and addresses
rail safety needs by authorizing fund-
ing for emergency passenger safety im-
provement projects. In light of the se-
curity risks facing our railroads, AR-
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RIVE 21 authorizes $515 million in 2004
for rail security threat assessments
and grants through the Department of
Homeland Security.

In total, ARRIVE 21 provides the
needed funding for the more than $5
billion annual shortfall in U.S. rail in-
frastructure investment cited by
AASHTO Bottom Line Report without
involving the Highway Trust Fund or
sapping funds away from other impor-
tant transportation priorities. This bill
will provide our States and the Nation
with a fiscally responsible and innova-
tive opportunity to enhance our entire
transportation system. We owe it to
the American people to support this
bill and move towards the type of high-
quality, high-speed intercity passenger
rail service that Americans desire and
deserve, while meeting the ever-grow-
ing demands that trade and our econ-
omy are placing on our freight system.
I ask my colleagues to join me in sup-
porting ARRIVE 21.

Mr. JEFFORDS. Mr. President, I
have frequently reiterated my convic-
tion that investment in transportation
is a means to an end. Our national
transportation policy must be designed
to serve the public good. In my view,
the outcomes we seek are a strong
economy, safe and healthy commu-
nities, and a clean environment. A bal-
anced transportation system, including
a strong freight and passenger rail sys-
tem, is necessary for us to attain these
goals.

As ranking member of the Com-
mittee on Environment and Public
Works, I have been highly involved in
the Senate’s effort to reauthorize the
nation’s surface transportation pro-
gram. Over the past two years, I have
traveled around the country, visiting
local examples of national transpor-
tation challenges. I have heard cri-
tiques and suggestions from dozens of
transportation officials, users, and ad-
vocates.

In order to best serve the needs of
this country, we must redouble our in-
vestment in an efficient, intermodal
transportation system. I have often ex-
pressed my view that the success of our
surface transportation program rests
on four fundamental ‘pillars’:

First, asset management. We must
maintain and preserve existing infra-
structure. Second, we must enhance ac-
cess and mobility, particularly for
Americans living in our most con-
gested urban areas.

The third pillar is freight and trade.
We need new and improved facilities to
accommodate the quantity of goods
moving through our system.

Fourth, I believe that rail is the final
component of a successful surface
transportation system. We are not cur-
rently meeting the nation’s freight and
passenger rail needs. We must invest in
a modern national rail system, com-
parable to our highway and aviation
systems. The bill that we are intro-
ducing today will help us achieve that
goal.

The American Railroad Revitaliza-
tion, Investment, and Enhancement
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Act of the 21st Century (ARRIVE 21)
strives to provide sustainable, mean-
ingful, and continuous funding oppor-
tunities for states that want to im-
prove and expand their rail systems.
Currently, the federal government pro-
vides few funding sources to assist
states in their efforts to maintain and
improve freight and passenger rail
service. This bill creates a nonprofit,
public-private partnership—the Rail
Infrastructure Finance Corporation
(RIFCO)—with the authority to issue
$30 billion in tax-credit bonds over six
years. With the resulting revenue,
RIFCO will award capital grants to
states and to Amtrak.

My State of Vermont has long dis-
played a commitment to maintaining
an effective and efficient freight and
passenger rail system. This legislation
would provide Vermont a significant
new source of revenue to fund capital
projects such as rail line rehabilita-
tion, safety and security projects, and
development of intermodal facilities.
In fact, grants awarded by RIFCO could
be used to reimburse States for the
capital investments they’ve already
made, a provision that is particularly
helpful to States, like Vermont, that
have invested State money into eligi-
ble projects.

For Amtrak, this legislation intro-
duces financial and policy commit-
ments to dramatically improve pas-
senger rail service in this country. We
envision a future that includes a
healthy and efficient passenger rail
system and provide the resources to
move Amtrak in that direction.

ARRIVE 21 authorizes approximately
$1.5 billion per year, for six years, for
capital and operating expenses. We
have under-funded Amtrak for too
long. This funding level will provide
Amtrak the resources it needs to ad-
dress urgent infrastructure needs and
system-wide service improvements.

Amtrak will also benefit from provi-
sions in this bill that encourage long-
term sustainability and enhanced oper-
ations. ARRIVE 21 requires improved
accounting procedures and oversight.
Additionally, states that currently
share responsibility with Amtrak for
supporting services through or within
their states will see changes to equal-
ize their cost burden. This bill requires
that Amtrak, in collaboration with the
Department of Transportation, adopt
fair and uniform standards for cost
sharing on short-distance services that
states contract with Amtrak to pro-
vide.

ARRIVE 21 also directs an inde-
pendent study to research Amtrak’s
current and past procedures for deter-
mining intercity passenger rail routes
and services. The study will rec-
ommend changes to that process to im-
prove the efficiency, accessibility, and
effectiveness of our national rail serv-
ice.

I have long been a strong advocate
for rail. I firmly believe that nation-
wide investment in freight and pas-
senger rail infrastructure will invite
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rewards in the form of reduced conges-
tion, improved environmental quality,
and improved mobility options for our
nation’s travelers. ARRIVE 21 encour-
ages States, and the Federal Govern-
ment, to more fully integrate freight
and passenger rail into the surface
transportation system. Improved rail
planning policy, at both the Federal
and State levels, will enhance the effi-
ciency and longevity of our transpor-
tation system and will promote safe,
efficient, and environmentally sound
transportation options.

Mr. LAUTENBERG. Mr. President, I
am proud to be a cosponsor of AR-
RIVE-21. I believe rail is a vital compo-
nent of our national transportation
system, and investment in our Nation’s
rail infrastructure is necessary for our
economy, our security, and the effec-
tive and safe movement of people and
goods in our country.

The importance of rail service be-
came apparent in the Northeast long
ago, as we dealt with the myriad trans-
portation planning and congestion
issues that many other States are now
just facing. These States are joining us
Northeasterners in looking to the Fed-
eral Government to provide the leader-
ship needed to ensure that passenger
rail is given the priority it deserves.

It took Federal money, not just gaso-
line taxes, to build the Dwight D. Ei-
senhower Interstate Highway System.
It took Federal money to build our na-
tional aviation system.

Here in the Northeast, the first part
of the country to become densely popu-
lated, we faced congestion problems
long ago, and passenger rail service be-
came a mainstay. In the Northeast, we
rely heavily on Amtrak’s high-speed
service between Boston and Wash-
ington, D.C. The Northeast Corridor
serves cities with four of the Nation’s
seven most congested airports: Logan,
LaGuardia, Newark, and Reagan Na-
tional. Amtrak carries more passengers
between New York and Washington
than all of the airlines combined and,
unlike airline passengers, rail travelers
are able to stop in Trenton and New-
ark, New Jersey, and in other places
along the way.

Next month, New Jersey Transit will
open for service a new rail station in
Secaucus, NJ. As a result of this open-
ing, more than 15,000 cars will be di-
verted from our roads each day by 2010.
That will reduce carbon monoxide
emissions by nearly 277,000 pounds each
yvear. New Jersey riders who switch to
rail because of this one station will cut
their gasoline consumption by 1.3 mil-
lion gallons each year.

Also, in this post-9-11 environment
we have a new perspective about the
national security interest in ensuring
that there is more than one way to get
from here to there, and this includes
passenger rail. September 11 under-
scored just how important passenger
rail is to America’s economy and secu-
rity.

New Jersey’s economy is so depend-
ent on passenger rail and mass transit

November 25, 2003

as a result of being the most densely
populated State in the Nation. New
Jersey needs federal assistance for pas-
senger rail infrastructure. But New
Jersey is not alone. As metropolitan
areas across the country continue to
swell with people, our roads and air-
ports become more and more con-
gested. I think the prudence of increas-
ing our investment in another way to
move people—passenger rail—has be-
come more and more obvious. And AR-
RIVE-21 provides this investment op-
portunity.

The benefits of rail service are not
limited to urban areas. In rural towns
across America, passenger trains may
be the only option for intercity travel
for many people.

From 1987 through 2000, I was the
Chairman or Ranking Member of the
Senate Appropriations Subcommittee
on Transportation. During that time, I
helped to secure 10.3 billion dollars in
operating funds for AMTRAK and an
additional 2.2 billion dollars in tax-ad-
vantaged financing for capital im-
provements. Unfortunately, during
that time, we have not been able to
make the capital investments nec-
essary to bring Amtrak’s infrastruc-
ture up to a state of good repair.

ARRIVE-21 gives the Federal Gov-
ernment the impetus to step up and
take charge with a strong program to
invest in our rail infrastructure. The
States are interested, the traveling
public is interested. This Kkind of in-
vestment will lay the tracks for the fu-
ture of all Americans to have travel op-
tions, provide a national security role,
and support our economy.

For these reasons, I am proud to co-
sponsor ARRIVE-21.

By Mr. SPECTER (for himself
and Mrs. BOXER):

S. 1963. A bill to amend the Commu-
nications Act of 1934 to protect the pri-
vacy right of subscribers to wireless
communication services; to the Com-
mittee on Commerce, Science, and
Transportation.

Mr. SPECTER. Mr. President, I rise
today to introduce the Wireless Con-
sumer Privacy Protection Act.

As every Senator is aware, con-
sumers today rely on their wireless
telephones as a vital and important
means of communication. Wireless
telephones enable families to stay con-
nected, permit commerce to be con-
ducted anywhere at any time, and pro-
vide a vital link in the event of an
emergency. Some Dpeople have even
abandoned traditional telephones and
now use their wireless phones as their
primary phone service. In fact, just
this month, the Federal Communica-
tions Commission began requiring
number portability for wireless phones
so that consumers, if they wish, can
make their wireless phone their only
phone.

The wireless industry is on the verge
of introducing a ‘‘wireless white pages”’
service, and though this step could
have positive benefits, it raises con-
cerns about how consumers’ expecta-
tion of privacy will be protected. The
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legislation I am introducing today
along with Senator BOXER ensures that
consumers expectations will be pre-
served.

An important reason that Americans
increasingly trust their cell phone
service is that they have a great deal of
privacy on their cell phone numbers.
For more than 20 years of cellular serv-
ice, consumers have become accus-
tomed to not having their wireless
phone numbers available to the public.
The protection of wireless telephone
number is important. For example,
wireless customers are typically
charged for incoming calls. Without
protections for wireless numbers, sub-
scribers could incur large bills, or use
up their allotted minutes of use, sim-
ply by receiving calls they do not
want—from telemarketers and others.
Because consumers often take their
cell phones with them everywhere, re-
peated unwanted calls are particularly
disruptive, and may even present safe-
ty concerns for those behind the wheel.

It may surprise my colleagues that
today, no federal or state law or regu-
lation prohibits a carrier from divulg-
ing your wireless telephone number.
And with the industry poised to intro-
duce wireless director assistance serv-
ices, it is important for Congress to act
now to preserve the expectation of pri-
vacy that consumers have in their
wireless phone numbers. Because wire-
less directory assistance offer great
benefits as well as posing significant
privacy concerns, the legislation I am
introducing today strikes an important
balance. It enables those consumers
who want to be reached to be acces-
sible, while providing privacy protec-
tions that are important to consumers.

First, this legislation permits wire-
less subscribers to choose not to be
listed in wireless directory assistance
databases. This feature gives con-
sumers the ultimate ability to keep
their numbers entirely private. Second,
for those in the directory assistance
database, the bill requires wireless pro-
viders to use systems that give users
privacy protections and control over
the use of their wireless numbers.
These services must not divulge a sub-
scriber’s wireless number (unless the
subscriber consents to disclosure), the
service must provide identifying infor-
mation to the wireless subscriber so
that the subscriber knows who is call-
ing through the forwarding service, and
the service must give a subscriber the
option of rejecting or accepting each
incoming call. Finally, this legislation
prohibits wireless carriers from charg-
ing any special fees to consumers who
wish to receive the privacy protections
provided by the bill. Customers should
not have to pay extra for the privacy
protections that they have come to ex-
pect. There should be no ‘‘privacy tax’
for consumers to continue the privacy
protection they have long enjoyed, and
this bill ensures that will be the case.

I urge my colleagues to join me in
supporting this important legislation.
Mr. President, I ask unanimous con-
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sent that the text of the bill be printed
in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1963

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“Wireless 411
Privacy Act”.

SEC. 2. FINDINGS.

Congress finds that—

(1) there are roughly 150 million wireless
subscribers in the United States, up from ap-
proximately 15 million subscribers just a
decade ago;

(2) wireless phone service has proven valu-
able to millions of Americans because of its
mobility, and the fact that government poli-
cies have expanded opportunities for new
carriers to enter the market, offering more
choices and ever lower prices for consumers;

(3) in addition to the benefits of competi-
tion and mobility, subscribers also benefit
from the fact that wireless phone numbers
have not been publicly available;

(4) up until now, the privacy of wireless
subscribers has been safeguarded and thus
vastly diminished the likelihood of sub-
scribers receiving unwanted or annoying
phone call interruptions on their wireless
phones;

(5) moreover, because their wireless con-
tact information, such as their phone num-
ber, have never been publicly available in
any published directory or from any direc-
tory assistance service, subscribers have
come to expect that if their phone rings it’s
likely to be a call from someone to whom
they have personally given their number;

(6) the wireless industry is poised to begin
implementing a directory assistance service
so that callers can reach wireless sub-
scribers, including subscribers who have not
given such callers their wireless phone num-
ber;

(7) while some wireless subscribers may
find such directory assistance service useful,
current subscribers deserve the right to
choose whether they want to participate in
such a directory;

(8) because wireless users are typically
charged for incoming calls, consumers must
be afforded the ability to maintain the max-
imum amount of control over how many
calls they may expect to receive and, in par-
ticular, control over the disclosure of their
wireless phone number;

(9) current wireless subscribers who elect
to participate, or new wireless subscribers
who decline to be listed, in any new wireless
directory assistance service directory, in-
cluding those subscribers who also elect not
to receive forwarded calls from any wireless
directory assistance service, should not be
charged for exercising such rights;

(10) the marketplace has not yet ade-
quately explained an effective plan to pro-
tect consumer privacy rights;

(11) Congress previously acted to protect
the wireless location information of sub-
scribers by enacting prohibitions on the dis-
closure of such sensitive in formation with-
out the express prior authorization of the
subscriber; and

(12) the public interest would be served by
similarly enacting effective and industry-
wide privacy protections for consumers with
respect to wireless directory assistance serv-
ice.

SEC. 3. CONSUMER CONTROL OF WIRELESS
PHONE NUMBERS.

Section 332(c) of the Communications Act
of 1934 (47 U.S.C. 332(c)) is amended by adding
at the end the following:
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‘(9) WIRELESS CONSUMER PRIVACY PROTEC-
TION.—

‘‘(A) CURRENT SUBSCRIBERS.—A provider of
commercial mobile services, or any direct or
indirect affiliate or agent of such a provider,
may not include the wireless telephone num-
ber information of any current subscriber in
any wireless directory assistance service
database unless—

‘(i) the mobile service provider provides a
conspicuous, separate notice to the sub-
scriber informing the subscriber of the right
not to be listed in any wireless directory as-
sistance service; and

‘‘(ii) the mobile service provider obtains
express prior authorization for listing from
such subscriber, separate from any author-
ization obtained to provide such subscriber
with commercial mobile service, or any call-
ing plan or service associated with such com-
mercial mobile service, and such authoriza-
tion has not been subsequently withdrawn.

‘“(B) NEW SUBSCRIBERS.—A provider of com-
mercial mobile services, or any direct or in-
direct affiliate or agent of such a provider,
may include the wireless telephone number
information of any new subscriber in a wire-
less directory assistance service database
only if the commercial mobile service pro-
vider—

‘(i) provides a conspicuous, separate notice
to the subscriber, at the time of entering
into an agreement to provide commercial
mobile service, and at least once each year
thereafter, informing the subscriber of the
right not to be listed in any wireless direc-
tory assistance service database; and

¢“(ii) provides the subscriber with conven-
ient mechanisms by which the subscriber
may decline or refuse to participate in such
database, including mechanisms at the time
of entering into an agreement to provide
commercial mobile service, in the billing of
such service, and when receiving any con-
nected call from a wireless directory assist-
ance service.

‘“(C) CALL FORWARDING.—A provider of
commercial mobile services, or any direct or
indirect affiliate or agent of such provider,
may connect a calling party from a wireless
directory assistance service to a commercial
mobile service subscriber only if—

‘(i) such subscriber is provided prior notice
of the calling party’s identity and is per-
mitted to accept or reject the incoming call
on a per-call basis;

‘“(ii) such subscriber’s wireless telephone
number information is not disclosed to the
calling party; and

‘‘(iii) such subscriber is not an unlisted
commercial mobile service subscriber.

‘(D) PUBLICATION OF DIRECTORIES PROHIB-
ITED.—A provider of commercial mobile serv-
ices, or any direct or indirect affiliate or
agent of such a provider, may not publish, in
printed, electronic, or other form, the con-
tents of any wireless directory assistance
service database, or any portion or segment
thereof.

‘“‘(E) NO CONSUMER FEE FOR RETAINING PRI-
VACY.—A provider of commercial mobile
services may not charge any subscriber for
exercising any of the rights under this para-
graph.

‘“(F) DEFINITIONS.—For purposes of this
paragraph—

‘(i) the term ‘current subscriber’ means
any subscriber to commercial mobile service
as of the date when a wireless directory as-
sistance service is implemented by a pro-
vider of commercial mobile service;

‘‘(ii) the term ‘new subscriber’ means any
subscriber to commercial mobile service who
becomes a subscriber after the date when a
wireless directory assistance service is im-
plemented by a provider of commercial mo-
bile service, and includes any subscriber of a
different provider of commercial mobile
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service who subsequently switches to a new
provider of commercial mobile service;

‘‘(iii) the term ‘wireless telephone number
information’ means the telephone number,
electronic address, and any other identifying
information by which a calling party may
reach a subscriber to commercial mobile
services, and which is assigned by a commer-
cial mobile service provider to such sub-
scriber, and includes such subscriber’s name
and address;

‘(iv) the term ‘wireless directory assist-
ance service’ means any service for con-
necting calling parties to a subscriber of
commercial mobile service when such calling
parties themselves do not possess such sub-
scriber’s wireless telephone number informa-
tion; and

“(v) the term ‘calling party’s identity’
means the telephone number of the calling
party or the name of subscriber to such tele-
phone, or an oral or text message which pro-
vides sufficient information to enable a com-
mercial mobile services subscriber to deter-
mine who is calling;

‘“(vi) the term ‘unlisted commercial mobile
services subscriber’ means—

“(I) a current subscriber to commercial
mobile services who has not provided express
prior consent to a commercial mobile service
provider to be included in a wireless direc-
tory assistance service database; and

““(IT) a new subscriber to commercial mo-
bile service who has exercised the right con-
tained in subparagraph (B)(ii) to decline or
refuse to such inclusion.”.

Mrs. BOXER. Mr. President, I am
pleased to join Senator SPECTER in in-
troducing the Wireless 411 Privacy Act
of 2003.

About 150 million Americans sub-
scribe to wireless telephone service.
They rely on wireless service to stay in
touch with friends, family, and the
workplace. As a cellular phone user
myself, I value the privacy of my wire-
less number. I want to have control
over who can reach me on my cell
phone.

However, the wireless phone industry
is planning to list customers in a wire-
less phone directory starting sometime
next year. The Specter-Boxer bill
would protect consumers by providing
them with the right not to have their
cell phone number listed in the direc-
tory and the right not to be charged a
fee for being unlisted.

As we saw with the strong consumer
support for the right to keep a cell
phone when you switch carriers, con-
sumers consider their cell phone num-
ber their property. It is not the prop-
erty of the carrier to hand out to
whomever the carrier wishes, and the
carrier should not be allowed to charge
consumers for the right to keep that
number private.

This is especially important when
you consider that wireless users pay
for both their incoming and outgoing
calls. Having your number listed could
easily lead to receiving calls that you
did not want but for which you will
have to pay. That seems wrong to me.

To date, the wireless phone industry
has been unclear on how they will ad-
dress these valid concerns when they
move forward with their directory
plans next year. To avoid any confu-
sion or uncertainty, Congress must
make clear to the cell phone companies
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that the rights of consumers to keep
their cell phone numbers private is
paramount.

By Ms. STABENOW (for herself
and Mr. GRAHAM of South Caro-

lina):

S. 1964. A bill to amend the Internal
Revenue Code of 1986 to comply with
the World Trade Organization rulings
on the FSC/ETI benefit in a manner
that preserves jobs and production ac-
tivities in the United States, and for
other purposes; to the Committee on
Finance.

Ms. STABENOW. Mr. President, I
rise today to introduce the Manufac-
turing Opportunities to Revitalize our
Economy’s JOBS Act, or the MORE
JOBS Act. We are facing a manufac-
turing job crisis in this country, and
that is why I am introducing this bill
to help our U.S. manufacturers to cre-
ate manufacturing jobs here at home.

Since January of 2001, the State of
Michigan has faced devastating losses
in the manufacturing sector. While the
U.S. has lost 3.3 million private sector
jobs—2.56 million in the manufacturing
sector, Michigan has lost 162,300 manu-
facturing jobs. That is 18 percent of the
state’s manufacturing employment. In
other words, 1 in 6 Michiganians has
lost their manufacturing job in the last
2 years.

It is an unfortunate fact that Michi-
gan is one of the leading states in the
country in manufacturing job loss. In-
deed, while the U.S. employment rate
is around 6 percent, Michigan’s unem-
ployment rate is currently around 7.6
percent. In some parts of Michigan, the
unemployment rate is as high as 12 per-
cent.

The people of Michigan and the peo-
ple of the United States need relief to
help revitalize our economy. In the
midst of these troubling times, we are
faced with a new challenge: complying
with a World Trade Organization
(WTO) decision finding that our For-
eign Sales Corporation (FSC) and
Extraterritorial Income (ETI) tax code
must be reformed to meet inter-
national trade law requirements. I un-
derstand that our colleagues on the
Senate Finance Committee have been
and continue to work diligently on this
issue. Our country is one that plays by
the rules and we will ultimately fix our
tax code.

The tax benefits of the FSC and ETI,
however, are valued at nearly $50 bil-
lion over 10 years. We cannot just take
away these benefits to our American
manufacturers without creating new
tax relief for them. The practical effect
of that would be a $50 billion tax in-
crease. And, that is why we must cre-
ate a new tax credit for our U.S. manu-
facturers.

The MORE JOBS Act that I am intro-
ducing today lays out a vision on how
I believe we should reform the code.
First of all it, it phases out the non-
compliant FSC/ETI tax code over the
next three years.

Then, to help our U.S. manufactur-
ers, the bill creates a Manufacturers’
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Tax Credit for domestic companies. A
company, under my proposal, would be
allowed to deduct 9 percent of its do-
mestic production income before it has
to figure its tax liability. In effect, this
would result in a new tax rate for our
U.S. manufacturers that are 3 percent
lower—32 percent instead of 35 percent.
And, my bill would make this effective
immediately, not phased in as others
have suggested.

The credit would be extended to a
wide array of companies: small busi-
nesses, large businesses and agricul-
tural cooperatives. So whether it is a
small furniture manufacturer in west-
ern Michigan, a tool and die company
in Grand Rapids, or one of our auto-
makers in metro Detroit, companies
will be rewarded for their domestic pro-
duction. And, our farmers will benefit,
too.

I often say that we in Michigan pride
ourselves on what we make and what
we grow. These two activities are vital
to a strong economy, and our farmers
would also benefit under my bill.

Farmers themselves, if they have at
least one employee, will directly ben-
efit under my bill, since they qualify
for the tax benefit as manufacturers. In
addition, agricultural cooperatives
would also receive this tax benefit.
Farmers often belong to an agricul-
tural cooperative which is covered
under my bill. Agricultural coopera-
tives do the processing, handling, stor-
ing, and marketing for their members.
For example, a farmer will sell his spe-
cialty crop to the cooperative. The co-
operative then takes the farmer’s crop
and puts it with other farmers’ produce
and then stores and prepares the
produce for sale to a food processing
company. The coop passes its profits on
to the members of the cooperative
based on the amount of business each
member does with the cooperative. So
the tax benefits for the cooperative can
be passed-through to farmer members
of the coop.

Finally, one of the cornerstones of
my legislation is that my bill would
create incentives for companies to
keep jobs in the U.S. and to bring more
jobs to our country. The MORE JOBS
Act would encourage companies to
keep their manufacturing in the U.S.
by basing the amount of their tax cred-
it on how much of their manufacturing
is done in the U.S. Companies that
have all of their manufacturing in the
U.S. would receive the full 3 percent
tax credit. Companies that have much
their manufacturing outside of the U.S.
would receive a reduced credit in pro-
portion to their U.S. manufacturing.
While other proposals being circulated
eventually eliminate this incentive,
my bill would make this incentive per-
manent.

Why would we want to reward com-
panies if they send their jobs overseas?
We want to reward those who are con-
tributing to our economy and putting
Americans to work here at home.

I want to work closely with my col-
leagues to reform our manufacturing
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tax code. In doing so, we will make our
country stronger, our economy more
resilient, and we can create millions of
new good jobs in the manufacturing
and agricultural sector. But we must
do it carefully and with a priority on
our U.S. manufacturing base. I urge my
colleagues to support the MORE JOBS
Act.

By Mr. BAYH:

S. 1965. A bill to provide for the cre-
ation of private-sector-led Community
Workforce Partnerships, and for other
purposes; to the Committee on Health,
Education, Labor, and Pensions.

Mr. BAYH. Mr. President, I ask unan-
imous consent that the text of the bill
be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1965

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Community
Workforce Development and Modernization
Partnership Act’’.

SEC. 2. AUTHORIZATION.

(a) IN GENERAL.—From amounts made
available to carry out this Act, the Sec-
retary of Labor (referred to in this Act as
the ‘‘Secretary’), in consultation with the
Secretary of Commerce and the Secretary of
Education, shall award grants on a competi-
tive basis to eligible entities described in
subsection (b) to assist each entity to—

(1) help workers improve those job skills
that are necessary for employment by busi-
nesses in the industry with respect to which
the entity was established;

(2) help dislocated workers find employ-
ment; and

(3) upgrade the operating and competitive
capacities of businesses that are members of
the entity.

(b) ELIGIBLE ENTITIES.—An eligible entity
described in this subsection is a consortium
(either established prior to the date of enact-
ment of this Act or established specifically
to carry out programs under this Act) that—

(1) shall include—

(A) 2 or more businesses (or nonprofit orga-
nizations representing businesses) that are
facing similar workforce development or
business modernization challenges;

(B) labor organizations, if the businesses
described in subparagraph (A) employ work-
ers who are covered by collective bargaining
agreements; and

(C) 1 or more businesses (or nonprofit orga-
nizations that represent businesses) with re-
sources or expertise that can be brought to
bear on the workforce development and busi-
ness modernization challenges referred to in
subparagraph (A); and

(2) may include—

(A) State governments and units of local
government;

(B) educational institutions;

(C) labor organizations; or

(D) nonprofit organizations.

(c) COMMON GEOGRAPHIC REGION.—To the
maximum extent practicable, the organiza-
tions that are members of an eligible entity
described in subsection (b) shall be located
within a single geographic region of the
United States.

(d) PRIORITY CONSIDERATION.—In awarding
grants under subsection (a), the Secretary
shall give priority consideration to—

(1) eligible entities that serve dislocated
workers or workers who are threatened with
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becoming totally or partially separated from
employment;

(2) eligible entities that include businesses
with fewer than 250 employees; or

(3) eligible entities from a geographic re-
gion in the United States that has been ad-
versely impacted by the movement of manu-
facturing operations or businesses to other
regions or countries, due to corporate re-
structuring, technological advances, Federal
law, international trade, or another factor,
as determined by the Secretary.

SEC. 3. PARTNERSHIP ACTIVITIES.

(a) USE OF GRANT AMOUNTS.—Each eligible
entity that receives a grant under section 2
shall use the amount made available through
the grant to carry out a program that pro-
vides—

(1) workforce development activities to im-
prove the job skills of individuals who have,
are seeking, or have been dislocated from,
employment with a business that is a mem-
ber of that eligible entity, or with a business
that is in the industry of a business that is
a member of that eligible entity;

(2) business modernization activities; or

(3) activities that are—

(A) workforce investment activities (in-
cluding such activities carried out through
one-stop delivery systems) carried out under
subtitle B of title I of the Workforce Invest-
ment Act of 1998 (42 U.S.C. 2811 et seq.); or

(B) activities described in section 25 of the
National Institute of Standards and Tech-
nology Act (15 U.S.C. 278k).

(b) ACTIVITIES INCLUDED.—

(1) WORKFORCE DEVELOPMENT ACTIVITIES.—
The workforce development activities re-
ferred to in subsection (a)(1) may include ac-
tivities that—

(A) develop skill standards and provide
training, including—

(i) assessing the training and job skill
needs of the industry involved;

(ii) developing a sequence of skill stand-
ards that are benchmarked to advanced in-
dustry practices;

(iii) developing curricula and training
methods;

(iv) purchasing, leasing, or receiving dona-
tions of training equipment;

(v) identifying and developing the skills of
training providers;

(vi) developing apprenticeship programs;
and

(vii) developing training programs for dis-
located workers;

(B) assist workers in finding new employ-
ment; or

(C) provide supportive services to workers
who—

(i) are participating in a program carried
out by the entity under this Act; and

(ii) are unable to obtain the supportive
services through another program providing
the services.

(2) BUSINESS MODERNIZATION ACTIVITIES.—
The business modernization activities re-
ferred to in subsection (a)(2) may include ac-
tivities that upgrade technical or organiza-
tional capabilities in conjunction with im-
proving the job skills of workers in a busi-
ness that is a member of that entity.

SEC. 4. APPLICATION.

To be eligible to receive a grant under sec-
tion 2, an entity shall submit an application
to the Secretary at such time, in such man-
ner, and containing such information as the
Secretary may reasonably require.

SEC. 5. SEED GRANTS AND OUTREACH ACTIVI-
TIES.

(a) SEED GRANTS.—The Secretary shall pro-
vide technical assistance and award financial
assistance (not to exceed $150,000 per award)
on such terms and conditions as the Sec-
retary determines to be appropriate—

(1) to businesses, nonprofit organizations
representing businesses, and labor organiza-
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tions, for the purpose of establishing an eli-
gible entity; and

(2) to entities described in paragraph (1)
and established eligible entities, for the pur-
pose of preparing such application materials
as may be required under section 4.

(b) OUTREACH AND PROMOTIONAL ACTIVI-
TIES.—The Secretary may undertake such
outreach and promotional activities as the
Secretary determines will best carry out the
objectives of this Act.

(c) LIMITATIONS ON EXPENDITURES.—The
Secretary may not use more than 10 percent
of the amount authorized to be appropriated
under section 8 to carry out this section.

SEC. 6. LIMITATIONS ON FUNDING.

(a) REQUIREMENT OF MATCHING FUNDS.—
The Secretary may not award a grant under
this Act to an eligible entity unless such en-
tity agrees that the entity will make avail-
able non-Federal contributions toward the
costs of carrying out activities funded by
that grant in an amount that is not less than
$2 for each $1 of Federal funds made avail-
able through the grant.

(b) IN-KIND CONTRIBUTIONS.—The
retary—

(1) shall, in awarding grants under this
Act, give priority consideration to those en-
tities whose members offer in-kind contribu-
tions; and

(2) may not consider any in-kind contribu-
tion in lieu of or as any part of the contribu-
tions required under subsection (a).

(c) SENIOR MANAGEMENT TRAINING AND DE-
VELOPMENT.—An eligible entity may not use
any amount made available through a grant
awarded under this Act for training and de-
velopment activities for senior management,
unless that entity certifies to the Secretary
that expenditures for the activities are—

(1) an integral part of a comprehensive
modernization plan; or

(2) dedicated to team building or employee
involvement programs.

(d) PERFORMANCE MEASURES.—Each eligi-
ble entity shall, in carrying out the activi-
ties described in section 3, provide for devel-
opment of, and tracking of performance ac-
cording to, performance outcome measures.

(e) ADMINISTRATIVE CoSTS.—Each eligible
entity may use not more than 10 percent of
the amount made available to that entity
through a grant awarded under this Act to
pay for administrative costs.

(f) MAXIMUM AMOUNT OF GRANT.—No eligi-
ble entity may receive—

(1) a grant under this Act in an amount of
more than $1,000,000 for any fiscal year; or

(2) grants under this Act in any amount for
more than 3 fiscal years.

(g) SUPPORT FOR EXISTING OPERATIONS.—

(1) IN GENERAL.—In making grants under
this Act, the Secretary may use a portion
equal to not more than 50 percent of the
funds appropriated to carry out this Act for
a fiscal year, to support the existing training
and modernization operations of existing eli-
gible entities.

(2) ENTITIES.—The Secretary may award a
grant to an existing eligible entity for exist-
ing training and modernization operations
only if the entity—

(A) currently offers (as of the date of the
award of the grant) a combination of train-
ing, modernization, and business assistance
services; and

(B) has demonstrated success in accom-
plishing the objectives of activities described
in section 3.

(3) APPLICATION.—Paragraph (1) shall not
apply to support for the expansion of train-
ing and modernization operations of existing
eligible entities.

(4) DEFINITIONS.—In this subsection:

(A) EXISTING TRAINING AND MODERNIZATION
ACTIVITY.—The term ‘‘existing training and
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modernization activity’” means a training
and modernization activity carried out prior
to the date of enactment of this Act.

(B) EXISTING ELIGIBLE ENTITY.—The term
“existing eligible entity’” means an eligible
entity that was established prior to the date
of enactment of this Act.

SEC. 7. GENERAL ACCOUNTING OFFICE STUDY.

(a) STUDY.—Beginning 3 years after the
date of enactment of this Act, the Comp-
troller General of the United States shall
conduct a study concerning the activities
carried out under this Act. In conducting the
study, the Comptroller General shall assess
the effectiveness of the activities and sug-
gest improvements to the grant program es-
tablished under this Act, including recom-
mending whether the program should be ad-
ministered by the Department of Liabor or by
another agency or an alternative entity.

(b) REPORT.—Not later than 3 years and 6
months after the date of enactment of this
Act, the Comptroller General of the United
States shall prepare and submit to Congress
a report containing the results of the study.
SEC. 8. AUTHORIZATION OF APPROPRIATIONS.

There are authorized to be appropriated to
carry out this Act—

(1) $15,000,000 for fiscal year 2004;

(2) $20,000,000 for fiscal year 2005;

(3) $25,000,000 for fiscal year 2006; and

(4) $30,000,000 for fiscal year 2007.

By Mr. BINGAMAN:

S. 1966. A bill to require a report on
the detainees held at Guantanamo Bay,
Cuba; to the Committee on Armed
Services.

Mr. BINGAMAN. Mr. President, I
want to speak for just a few minutes
today on an issue on which I have in-
troduced a bill. The bill is S. 1966. It is
a bill to require a report on the detain-
ees being held at Guantanamo Bay,
Cuba.

The purpose of this legislation is to
shed some light on the process that is
being used by this administration to
determine the status of so-called
enemy combatants who are held by our
Government at Guantanamo Bay Naval
Base. It has now been nearly 2 years
since the first detainees arrived at
Guantanamo as prisoners of the United
States. Yet these individuals are still
being held in what most would refer to
as legal limbo.

My colleagues will recall that on
July 16, I urged the Senate to adopt an
amendment to the Defense appropria-
tions bill. That amendment was tabled
52 to 42. It is essentially the same pro-
vision—it contained the same provi-
sions I have now put into S. 1966, this
freestanding legislation I have intro-
duced.

The day after that amendment was
defeated I sent a letter to Secretary
Rumsfeld expressing my concern over
the apparent lack of any kind of legal
process being extended to the detainees
being held at Guantanamo. Only re-
cently I received a reply from the De-
partment of Defense. In that letter, the
Department of Defense maintains that
it:

. reviews on a regular basis the contin-
ued detention of each enemy combatant and
assesses the appropriate disposition of each
individual case.

According to the Defense Depart-
ment, at the time they wrote back to
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me, they said that the review had re-
sulted in the release of 64 detainees
who were determined to no longer pose
a threat to the United States, and
more releases were expected.

However, the letter fails to address
the more important question, which is
whether the Department’s review of
these detainees is being done in accord-
ance with any recognized civilian or
military legal process.

I ask unanimous consent to have the
letter printed in the RECORD at the
conclusion of my remarks.

The PRESIDING OFFICER. Without
objection, it is so ordered.

(See Exhibit 1.)

Mr. BINGAMAN. What prompted me
to come to the floor of the Senate
today was an article I saw in the morn-
ing paper. This appeared in various pa-
pers around the country, but the one I
have here in front of me is from the
Boston Globe. It says:

The U.S. military sent home 20 ‘‘enemy
combatants’” last weekend who were being
held without trial at Guantanamo Bay Naval
Base in Cuba, only to replace them with the
same number of new prisoners.

It has a quotation from a spokes-
person for the military saying:

We cannot talk about any of the individ-
uals that may have departed the island due
to security concerns.

According to this article, all those
transferred last week have been re-
turned, many of them to Pakistan, and
all of those transferred last weekend,
according to representatives from the
countries they are citizens of, said they
will be released once they have arrived
in those countries.

The figure now, as I understand it, is
there are 88 suspects who have been
transferred out of Guantanamo Bay.
Four were released, 4 were handed over
to Saudi Arabia, and the remaining 650
or 700 are still there. As this article in-
dicated, we continue to add additional
people to this prison we are operating
there at Guantanamo.

There are various complaints de-
scribed in the article by foreign dip-
lomats about the process we are fol-
lowing. There is a statement by the at-
torney for one of the human rights or-
ganizations that has complained bit-
terly about the improvisational policy
decisions and the arbitrary power over
prisoners at the base.

My motives for offering this legisla-
tion are very simple. While I obviously
have concerns about judicial treatment
and the failure of any kind of legal
process being followed in the treatment
of these detainees in Guantanamo, I
am even more concerned about the im-
plications of this treatment we are af-
fording these individuals for our own
fighting forces as well as our inter-
national reputation.

The bill I filed here in the Senate
today requires the Secretary of Defense
to report on the status of these detain-
ees, including the process that was uti-
lized to determine that status for those
who have already been released from
Guantanamo. The bill requires the Sec-
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retary to provide information related
to this release, how long they were de-
tained, the conditions of their release,
if any, the explanations of why the De-
partment of Defense has now deter-
mined these individuals could be re-
leased after what has in many cases
been a very long detention.

For the remaining detainees—those
who are still at Guantanamo—the ad-
ministration has still refused to pro-
vide ‘‘access to an impartial tribunal
to review whether any basis exists for
[detainees] continued detention.” The
detainees have not been allowed to
speak with their families or their coun-
sel, nor have they been informed of any
charges against them, as far as I am in-
formed.

The bill I filed requires that within 90
days of its enactment the Secretary of
Defense provide the Senate with infor-
mation related to the process used to
categorize and hold these detainees. It
does not call for release of the detain-
ees. It does not in any way, shape, or
form require the release of any classi-
fied information other than to the
chairman and vice chairman of the
Senate and House committees. The
amendment merely seeks to clarify for
the Senate and for the Congress the
process by which the detainees’ status
is determined.

Like most Americans, I have always
thought that what distinguished our
country in the history of the world was
our commitment to individual freedom
and to the rule of law; that the bedrock
of a free society is the obligation taken
by the Government to afford individ-
uals with certain legal protections, and
as a Nation committed to these prin-
ciples we have been instrumental in
the formulation and enforcement of
international law, particularly when it
came to the treatment of prisoners of
war. For over 75 years, the United
States has adhered to the Geneva Con-
vention. Even during conflicts with in-
surgents and irregular forces, we have
adhered to the Geneva Convention.
Whenever our Nation has gone to war,
we have taken pride in going above and
beyond the requirements of inter-
national law as set out in the third Ge-
neva Convention of 1929. In fact, the
Department of Defense has adopted its
own detailed regulations and doctrine
and field manuals built on the provi-
sions of the Geneva Convention which
have guided our military through
many conflicts regardless of size and
scope and duration.

These regulations we have in our own
military, like international law, do not
contemplate the legal limbo we are
holding these detainees in at Guanta-
namo. Neither the Geneva Convention
nor the established military regula-
tions define or use the term the Presi-
dent is using here. This term, unlawful
combatant, is a new term which has
come up in order to sidestep the re-
quirements both of the Geneva Conven-
tion and of our own military regula-
tions. Army Regulation 190-8 provides
an effective and efficient process to
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categorize the detainees on the battle-
field. According to that provision, de-
tainees must be classified either as an
enemy prisoner of war, a recommended
retained person entitled to enemy pris-
oner-of-war protections, an innocent
civilian who should be immediately re-
turned to his or her home or released,
or a civilian internee who, for reasons
of operational security, or probable
cause incident to criminal investiga-
tion, should be retained. Such intern-
ees have the right to appeal the order
directing their internment by chal-
lenging the existence of imperative se-
curity reasons that led to their deten-
tion.

The President’s unilateral deter-
mination of the detainee’s status at
Guantanamo Bay signals a significant
departure from the spirit of the Geneva
Convention and a significant departure
from the letter of established military
regulations. In stark contrast to our
Government’s previous commitment to
adherence to the rule of law and human
rights, this administration has adopted
a position that once the President des-
ignates that a person is a so-called
enemy combatant or unlawful combat-
ant, a term created by the administra-
tion, that person can be locked up and
held incommunicado as long as the
President desires, with absolutely no
legal rights; no right to review of that
decision. This means even if the admin-
istration makes a mistake or is given
faulty information, it is virtually im-
possible for the person involved to
prove his or her innocence because not
only can they not talk to a lawyer or
to family members, but they do not
have the right even to know what they
are being charged with.

The U.S. Supreme Court has agreed
to consider the narrow question of
whether the Federal courts have the
power to hear challenges to the detain-
ees’ imprisonment. This is a significant
move towards restoring the system of
checks and balances, which needs to be
restored—the system of checks and bal-
ances our Founders felt was essential
to preserving liberty in the country.
Similarly, the bill I have filed begins
to fulfill Congress’s constitutional re-
sponsibility to oversee what the execu-
tive branch does. It calls on the admin-
istration to tell us whether its actions
are in accordance with military regula-
tions and doctrine.

Our goal is to bring transparency to
the issue and to fulfill Congress’s con-
stitutional role of oversight of the ex-
ecutive. We should know what process
the administration is using to deter-
mine the status of these detainees.

My concern is much broader than
what happens to these particular de-
tainees. I am concerned about the im-
pact of our treatment of these detain-
ees on the treatment of our own mili-
tary personnel who are captured in fu-
ture conflicts. Former U.S. diplomats
and judge advocate generals and even
former U.S. prisoners of war filed
“friend of the court’ briefs in the Su-
preme Court questioning the legality
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and wisdom of the administration’s
policy of open-ended detentions at
Guantanamo. Some of those briefs were
extremely thoughtful, in my view. One
former diplomat wrote:

It has been the experience of each of us
that our most important diplomatic asset
has been this Nation’s values. . . . The hint
that America is not all that it claims, that
it . . . can accept that the Executive Branch
may imprison whom it will and do so beyond
the reach of due process of law demeans and
weakens this Nation’s voice abroad.

In their brief, former judge advocate
generals, the military’s legal prosecu-
tors and those most familiar with the
law as it applies to enemy prisoners of
war, strongly argue:

To be sure, this is a perilous time, as the
President has stated. But that does not jus-
tify indefinite confinement without any type
of hearing or judicial review. The United
States played a major role in the develop-
ment and adoption of the Geneva Conven-
tions. The requirements of those Conven-
tions. The requirements of those Conven-
tions are incorporated directly into Amer-
ican Military Regulations. American failure
to provide foreign prisoners with the protec-
tions of the Geneva Conventions may well
provide foreign authorities, in current or fu-
ture conflicts, with an excuse not to comply
with the Geneva Conventions with respect to
captured American military forces.

Just as compelling are the stories
told in the ‘“‘friends of the court’ brief
filed by former prisoners of war. They
argue that as a result of their own ex-
perience as prisoners of war, the United
States has an interest ‘‘in fostering the
development, acceptance and enforce-
ment of international norms pursuant
to which prisoners of war and others
captured during armed conflicts will be
treated humanely and in accordance
with the rule of law.” They emphasize,
that in particular, they ‘“‘wish to en-
sure that the treatment by the Untied
States of foreign detainees . . . is such
that the United States and former
American POWs retain the moral au-
thority to demand fair and humane
treatment for any future Americans
detained by foreign governments.”

However, nothing more clearly dem-
onstrates this point than the actual
stories themselves. Leslie H. Jackson,
Edward Jackfert, and Neal Harrington
are former prisoners of war. Mr. Jack-
son was captured by the Germans, who
adhered to the Geneva Conventions.
Mr. Jackfert and Mr. Harrington were
held by Japan, which had not ratified
and did not purport to follow inter-
national law.

If you will allow me to read them
their brief:

Mr. Jackson was captured by the German
Army on April 24, 1944, when his B-17 bomber
crashed. Jailed and interrogated for approxi-
mately one week, he was then transported to
Stalag 17, a converted concentration camp.
In his 13 months of captivity, Mr. Jackson
was granted the bare necessities: shelter,
minimal food, and the ability to socialize
with other American POWs. While the expe-
rience was harsh and unpleasant, Mr. Jack-
son was never tortured or otherwise hurt by
the German guards. To follow the terms of
the Geneva Conventions of 1929, to which
Germany was a party, Mr. Jackson’s German
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captors placed the appropriate Geneva Con-
vention signage in the barracks, permitted
the international Red Cross to ship basic ne-
cessities to POWSs, and allowed a Geneva in-
spector to survey the premises. Mr. Jackson
believes that his survival and relatively good
health while in captivity are the result of
the German Army’s adherence to the 1929
Geneva Conventions.

The experiences of Mr. Jackfert and Mr.
Harrington in the custody of Japan, which
had not ratified and did not purport to follow
the 1929 Geneva Conventions, offer a sharp
contrast. Both men were serving with the
U.S. Army in the Philippines when it surren-
dered to the Japanese in 1942, and both sub-
sequently served several years of hard cap-
tivity beyond the reach of any Geneva Con-
vention protections. Both were part of the
Bataan Death March and its well-docu-
mented horrors. Mr. Harrington was forced
into slave labor in a Japanese coalmine, and
saw his compatriots starved, beaten and
killed. Mr. Jackfert was also forced into
slave labor and suffered the extreme effects
of heavy labor, cruelty and inadequate nour-
ishment, going from 125 pounds to 90 pounds
in a matter of months. There was no Geneva
signage, no recognition of prisoner rights,
and virtually no Red Cross access.

Nor were the experiences of Mr. Harrington
and Mr. Jackfert atypical. Studies have de-
termined that the death rate of U.S. Military
personnel interned by Japan was as high as
40 percent while the death rate of personnel
captured and interned by Germany was little
more than 1 percent. . . . Moreover, while it
was rare for American POWs detained in
Germany to be tortured, the opposite was
true for American POWs in Japan. No one
can adequately impart the suffering most al-
lied prisoners endured [in Japan]. . . . They
were beaten, kicked, robbed ... and were
buried alive. . . . [T]he overwhelming major-
ity endured ‘‘hell on earth.”’

Again, let me say, I am in no way
suggesting that the detainees are not
being treated humanely. In fact, from
all information I have received, they
are being treated humanely. But what
I and these briefs that were filed in the
Supreme Court are suggesting is that
our failure to adhere to some recog-
nized legal process in determining the
status of these detainees opens the
door for other countries to refuse to
adhere to any legal process as well. It
may very well result in arbitrary con-
finement and harsh treatment or other
inhumane practices applied to our own
citizens.

This bill will help Congress fulfill its
duties and obligations as outlined in
the Constitution and in U.S. law and
regulation.

I hope we can quickly pass this legis-
lation when we return for the second
session of the Congress in January.

I yield the floor.

EXHIBIT 1
[From the Boston Globe, Nov. 25, 2003]
US RELEASES 20 DETAINEES, TRANSFERS 20
MORE TO CUBA
(By Charlie Savage)

WASHINGTON.—The U.S. military sent home
20 ‘‘enemy combatants’ last weekend who
were being held without trial at Guanta-
namo Bay naval base in Cuba—only to re-
place them with the same number of new
prisoners.

The prisoner transfer, the first such move-
ment since mid-July, followed a determina-
tion by senior military and intelligence offi-
cials that the outgoing group ‘‘either no
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longer posed a threat to U.S. security or no
longer required detention by the United
States,” according to a statement the De-
partment of Defense released yesterday.

“We can’t talk about any of the individ-
uals that may have departed the island due
to security concerns,’”’ said Lieutenant Colo-
nel Pamela Hart, a spokeswoman for the iso-
lated facility at which the United States de-
tains and interrogates suspected terrorists.

But a high-ranking Pakistani official, who
said yesterday that at least five of the out-
going transferees were Pakistani citizens, of-
fered a chilly reaction to the Pentagon’s
news.

““The government is happy, but this is too
damn late,” said Imran Ali, second secretary
of the Pakistan Embassy, adding that 21
Pakistanis have been released from Guanta-
namo, but another 37 are still there.

“Their lives have been destroyed. Their
families have gone through psychological
trauma, since they were not terrorists; they
were just low-level Taliban fighters.”

The Pakistani official’s reaction illus-
trated the pressure on the United States to
resolve the situation—especially from allies
in the war on terrorism who have expressed
concern for their citizens who are among the
660 prisoners from 42 countries being held at
the base.

Although the State Department has been
negotiating with a number of countries to
continue the detention of some, all those
transferred last weekend will be released by
their countries, U.S. officials said.

The Pentagon statement said that ‘‘at the
time of their detention, these enemy com-
batants posed a threat to U.S. security.” It
offered little information about the new ar-
rivals, except that they were transferred
from U.S. Central Command in the Middle
East.

Navy Lieutenant Commander Barbara
Burfeind, a Pentagon spokeswoman, said
none of the new detainees were captured in
Iraq.

The weekend transfers of the detainees
bring to 88 the number of Al Qaeda or
Taliban suspects who have been transferred
out. Of those, 84 were released and four were
handed over to Saudi Arabia.

Ruth Wedgwood, an international law pro-
fessor at Johns Hopkins University, said the
arrival of the 20 new detainees follows a
flare-up of fighting by Taliban insurgents in
Afghanistan.

Wedgwood has defended the Bush adminis-
tration’s position that the rules of the Gene-
va Conventions do not apply to the detainees
because they were not soldiers of a regular
Afghan army.

“Dismayingly, the Taliban have become
very active again in the southern area, so
really . . . the war isn’t over in that area,”
she said.

Not among those who were transferred for
release, according to a senior Pentagon offi-
cial, were the three ‘‘juvenile enemy combat-
ants’’—Afghans ages 13 to 15 who were cap-
tured fighting alongside the Taliban and
whose detention at the prison has attracted
particularly intense international criticism.
The commander of Guantanamo operations,
Major General Geoffrey Miller, had rec-
ommended that they be sent home in Au-
gust.

U.S. officials say they have been coordi-
nating with UNICEF in the event that the
young fighters are released. UNICEF, a
United Nations agency that has offered to
handle the juvenile combatants, runs a pro-
gram to ease the reintegration of former
child soldiers back into their home societies.

‘“The State Department and UNICEF will
make sure that if they’re returned to Af-
ghanistan, they won’t just be plopped down,”’
a Pentagon official told The Boston Globe
last week.
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Ken Hurwitz of the Lawyers Committee for
Human Rights, a New York-based organiza-
tion, said that the surprise release reflected
the military’s ‘‘improvisational’’ policy deci-
sions and its arbitrary power over the pris-
oners at the base.

“It’s the rule of law that’s the point,”” he
said. ‘“They’re saying, ‘Trust us, and we’ll do
the right thing.” But there is no right thing
unless it’s pursuant to some kind of ordered,
lawful proceeding.”’

Challenges to the detentions that have
been filed in federal court have so far been
dismissed because the base is located on
Cuban soil—it has been leased and controlled
by the United States for a century—and out-
side the jurisdiction of U.S. sovereignty. Two
weeks ago, the Supreme Court said it would
review the question of whether federal court
jurisdiction may extend there.

In a related development, the lawyer for
Army Captain James ‘‘Yousef” Yee, the
former Muslim chaplain at Guantanamo who
was arrested in September in the alleged
mishandling of classified material, sent a
letter to President Bush yesterday asking
that his client be released from pretrial de-
tention for Thanksgiving and his daughter’s
birthday.

‘““These charges do not warrant pretrial
confinement of any kind,” Eugene Fidell
wrote in the letter. ‘“While military sources
initially reported a wild laundry list of sus-
pected offenses, such as spying or aiding the
enemy, these have now been reduced to two
relatively minor [charges]. . . . Nonetheless,
he is being treated as if the original laundry
list of charges was the legal basis for his con-
finement. This is totally wrong and unfair.”

Sean McCormack, a spokesman for the Na-
tional Security Council, said he would look
into the letter, but had no comment on the
president’s behalf.

By Mr. HAGEL (for himself and
Ms. SNOWE):

S. 1967. A bill to allow all businesses
to make up to 24 transfers each month
from interest-bearing transaction ac-
counts to other transaction accounts,
to require the payment of interest on
reserves held for depository institu-
tions at Federal reserve banks, to re-
peal the prohibition of interest on busi-
ness accounts, and for other purposes;
to the Committee on Banking, Hous-
ing, and Urban Affairs.

Mr. HAGEL. Mr. President, I ask
unanimous consent that the text of the
bill be printed in the RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1967

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘“‘Interest on
Business Checking Act of 2003”°.

SEC. 2. INTEREST-BEARING TRANSACTION AC-
COUNTS AUTHORIZED FOR ALL
BUSINESSES.

(a) IN GENERAL.—Section 2(a) of Public
Law 93-100 (12 U.S.C. 1832(a)) is amended by
inserting after paragraph (2) the following:

““(3) Notwithstanding any other provision
of law, any depository institution may per-
mit the owner of any deposit or account
which is a deposit or account on which inter-
est or dividends are paid and is not a deposit
or account described in paragraph (2) to
make not more than 24 transfers per month
(or such greater number as the Board of Gov-
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ernors of the Federal Reserve System may
determine by rule or order), for any purpose,
to another account of the owner in the same
institution. An account offered pursuant to
this paragraph shall be considered a trans-
action account for purposes of section 19 of
the Federal Reserve Act, unless the Board of
Governors of the Federal Reserve System de-
termines otherwise.”.

(b) CONFORMING AMENDMENTS.—

(1) IN GENERAL.—Section 2(a) of Public Law
93-100 (12 U.S.C. 1832(a)), as amended by sub-
section (a), is further amended—

(A) in paragraph (1), by striking ‘‘but sub-
ject to paragraph (2)”’;

(B) by amending paragraph (2) to read as
follows:

‘“(2) No provision of this section may be
construed as conferring the authority to
offer demand deposit accounts to any insti-
tution that is prohibited by law from offer-
ing demand deposit accounts.”’; and

(C) in paragraph (3), by striking ‘‘and is
not a deposit or account described in para-
graph (2)”.

(2) EFFECTIVE DATE.—The amendments
made by paragraph (1) shall take effect on
the date which is 2 years after the date of en-
actment of this Act.

SEC. 3. AUTHORIZATION OF INTEREST-BEARING
TRANSACTION ACCOUNTS.

(a) REPEAL OF PROHIBITION ON PAYMENT OF
INTEREST ON DEMAND DEPOSITS.—

(1) FEDERAL RESERVE ACT.—Section 19(i) of
the Federal Reserve Act (12 U.S.C. 371a) is re-
pealed.

(2) HOME OWNERS’' LOAN ACT.—Section
5(b)(1)(B) of the Home Owners’ Loan Act (12
U.S.C. 1464(b)(1)(B)) is amended by striking
“‘savings association may not—’’ and all that
follows through ‘‘(ii) permit any” and insert-
ing ‘‘savings association may not permit
any’’.

(3) FEDERAL DEPOSIT INSURANCE ACT.—Sec-
tion 18(g) of the Federal Deposit Insurance
Act (12 U.S.C. 1828(g)) is repealed.

(b) JOINT RULEMAKING REQUIRED.—

(1) IN GENERAL.—Not later than 2 years
after the date of enactment of this Act, the
Secretary of the Treasury and the Federal
banking agencies shall issue joint final regu-
lations authorizing the payment of interest
and dividends on transaction accounts at de-
pository institutions that are subject to reg-
ulation by those entities.

(2) CONTENTS.—Regulations required by
this subsection shall—

(A) establish the scope of the authorization
described in paragraph (1) and the types of
transaction accounts to which that author-
ization shall apply; and

(B) include any appropriate limitations,
exceptions, or restrictions on that authoriza-
tion, consistent with the purposes of this
section.

(3) EFFECTIVE DATE OF REGULATIONS.—The
regulations required by this subsection shall
take effect not later than 2 years after the
date of enactment of this Act.

(4) DEFINITIONS.—As used
section—

(A) the terms ‘‘depository institution’ and
‘“¢transaction account’ have the meanings
given such terms in subparagraphs (A) and
(C), respectively, of section 19(b)(1) of the
Federal Reserve Act (12 U.S.C. 461(b)(1)); and

(B) the term ‘““Federal banking agency’ has
the meaning the term in section 3 of the Fed-
eral Deposit Insurance Act (12 U.S.C. 1813).

(¢) EFFECTIVE DATE OF REPEAL.—The
amendments made by subsection (a) shall be-
come effective on the earlier of—

(1) 2 years after the date of enactment of
this Act; or

(2) the date on which final regulations re-
quired to be issued under subsection (b) be-
come effective.

in this sub-
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SEC. 4. PAYMENT OF INTEREST ON RESERVES AT
FEDERAL RESERVE BANKS.

(a) IN GENERAL.—Section 19(b) of the Fed-
eral Reserve Act (12 U.S.C. 461(b)) is amended
by adding at the end the following:

¢“(12) EARNINGS ON RESERVES.—

‘“(A) IN GENERAL.—Balances maintained at
a Federal reserve bank by or on behalf of a
depository institution may receive earnings
to be paid by the Federal reserve bank at
least once each calendar quarter at a rate or
rates not to exceed the general level of
short-term interest rates.

‘‘(B) REGULATIONS RELATING TO PAYMENTS
AND DISTRIBUTION.—The Board may promul-
gate regulations concerning—

(i) the payment of earnings in accordance
with this paragraph;

‘“(ii) the distribution of such earnings to
the depository institutions which maintain
balances at such banks or on whose behalf
such balances are maintained; and

‘“(iii) the responsibilities of depository in-
stitutions, Federal home loan banks, and the
National Credit Union Administration Cen-
tral Liquidity Facility with respect to the
crediting and distribution of earnings attrib-
utable to balances maintained, in accordance
with subsection (c)(1)(A), in a Federal re-
serve bank by any such entity on behalf of
depository institutions.

‘(C) DEPOSITORY INSTITUTION DEFINED.—
For purposes of this paragraph, the term ‘de-
pository institution’, in addition to any in-
stitution described in paragraph (1)(A), in-
cludes any trust company, corporation orga-
nized under section 25A or having an agree-
ment with the Board under section 25, or any
branch or agency of a foreign bank (as de-
fined in section 1(b) of the International
Banking Act of 1978).”.

(b) AUTHORIZATION FOR PASS THROUGH RE-
SERVES FOR MEMBER BANKS.—Section
19(c)(1)(B) of the Federal Reserve Act (12
U.S.C. 461(c)(1)(B)) is amended by striking
“which is not a member bank”.

(¢c) TECHNICAL AND CONFORMING AMEND-
MENTS.—Section 19 of the Federal Reserve
Act (12 U.S.C. 461) is amended—

(1) in subsection (b)(4),

(A) by striking subparagraph (C); and

(B) by redesignating subparagraphs (D) and
(E) as subparagraphs (C) and (D), respec-
tively; and

(2) in subsection (¢)(1)(A), by striking ‘‘sub-
section (b)(4)(C)” and inserting ‘‘subsection
).

SEC. 5. INCREASED FEDERAL RESERVE BOARD
FLEXIBILITY IN SETTING RESERVE
REQUIREMENTS.

Section 19(b)(2)(A) of the Federal Reserve
Act (12 U.S.C. 461(b)(2)(A)) is amended—

(1) in clause (i), by striking ‘‘the ratio of 3
per centum’” and inserting ‘‘a ratio not
greater than 3 percent (and which may be
zero)’’; and

(2) in clause (ii), by striking ‘‘and not less
than 8 per centum,” and inserting ‘‘(and
which may be zero),”.

SEC. 6. TREATMENT OF CERTAIN ESCROW AC-
COUNTS.

(a) IN GENERAL.—In the case of an escrow
account maintained at a depository institu-
tion for the purpose of completing the settle-
ment of a real estate transaction, activities
described in subsection (b) shall not be treat-
ed as the payment or receipt of interest for
purposes of this Act or any other provision of
law relating to the payment of interest on
accounts or deposits maintained at deposi-
tory institutions, including such provisions
in—

(1) Public Law 93-100;

(2) the Federal Reserve Act;

(3) the Home Owners’ Loan Act; or

(4) the Federal Deposit Insurance Act.

(b) EXCLUSIONS.—For purposes of sub-
section (a), activities described in this para-
graph are—
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(1) the absorption, by the depository insti-
tution, of expenses incidental to providing a
normal banking service with respect to an
escrow account described in subsection (a);

(2) the forbearance, by the depository insti-
tution, from charging a fee for providing any
such banking function; and

(3) any benefit which may accrue to the
holder or the beneficiary of such escrow ac-
count as a result of an action of the deposi-
tory institution described in paragraph (1) or
(2) or a similar action.

By Mr. ENZI (for himself, Mr.
AKAKA, Mr. CORZINE, and Mr.
SARBANES):

S. 1968. A bill to amend the Higher
Education Act of 1965 to enhance lit-
eracy in finance and economics, and for
other purposes; to the Committee on
Health, Education, Labor, and Pen-
sions.

Mr. ENZI. Mr. President, it wasn’t all
that long ago that a good education
consisted of providing our children
with a strong background in reading,
writing and arithmetic skills, mixed
with an understanding of history and a
good hard look at civics and how our
government works. We thought, if our
sons and daughters had taken courses
in those subjects and mastered them,
they were as prepared as they could be
to face the real world, get good jobs,
and one day, live happily ever after.
Unfortunately, we left one vital skill
out of the mix.

As an accountant, I have become in-
creasingly concerned about the lack of
knowledge we have as a society, and es-
pecially, the lack of insight we share
with our children about money and
how to properly handle it, budget it,
and use it to plan for their retirement.
The numbers are quite startling when
you take a close look at how many of
our children are leaving college al-
ready saddled with credit card debt and
school loans that need to be repaid. It
wasn’t like that when many of us were
in college. School didn’t seem to cost
nearly as much as it does now, and the
scourge of a strong economy, easily
available credit, hadn’t reached the
ranks of our schools yet.

This is a problem at the present
time, but if we don’t act quickly to
make sure our Nation’s young people
receive the advice and education they
need on handling money and planning
their finances for the future, we will
have a disaster on our hands. Young
men and women, in their prime earning
years, are facing a mountain of per-
sonal debt at high interest rates, with
little hope of paying it off anytime
soon. Clearly, that is something we
must take every action to help future
generations of students avoid.

That is why I am introducing the Fi-
nancial Literacy in Higher Education
Act with my colleague, Senator AKAKA.
Senator AKAKA and I share many of the
same ideas with respect to the impor-
tance of financial literacy and ensuring
our children have a grasp of the impli-
cations of their actions when they use
the credit they have been extended by
banks eager to make quick loans at
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high interest rates. Senator AKAKA and
I worked together on language included
in the No Child Left Behind Act to en-
sure elementary and secondary stu-
dents would have more access to finan-
cial literacy training that we hope will
make our children wiser and better
users of consumer credit.

This bill builds on the activities we
helped authorize in No Child Left Be-
hind. It emphasizes financial literacy
for students enrolled in institutions of
higher education, or students who will
soon be enrolled. With the training and
real life advice they will receive in
these courses we will be able to reduce
the number of our children who leave
high school and head out into the
world on their own with little or no
preparation for the demands that will
be placed on their limited incomes.

Our legislation would include finan-
cial literacy and personal finance in
the list of permissible activities of sev-
eral programs authorized under the
Higher Education Act. These programs
are set up to support students, and I
believe financial literacy should be an
important aspect of the support proc-
ess. Attending college is a necessary
step that must be taken if our young
adults are to succeed in the work force,
and learning how to make a personal
budget and meet individual financial
obligations should be a priority in that
process.

Our bill would also emphasize finan-
cial literacy in exit counseling for col-
lege students receiving federal student
financial assistance. Today’s under-
graduate students are leaving school
with an average of nearly $17,000 in stu-
dent loan obligations. This can be a
large burden to bear, but it becomes
impossible to address if a young man or
woman is unable to successfully man-
age their own finances.

The answer to this challenge is to
start educating students before they
experience financial difficulty. Stu-
dents who are faced with the possi-
bility of accruing larger and larger lev-
els of debt must be taught the full
meaning and significance of concepts
as simple as compound interest, credit
scores, and minimum payments. That
way, when they leave school with their
lives before them, they will be able to
plan how to pay back their student
loans, and keep credit card debt to a
minimum. Taking the initiative while
these students are in school will help
them avoid some of the serious prob-
lems that can develop when someone
has 1little or poor financial skills.
These problems can literally have life-
long implications for those who over-
extend their resources or fail to learn
to live within the limits of a budget.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1968

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Financial
Literacy in Higher Education Act’.

SEC. 2. AREAS OF EMPHASIS.

Part B of title I of the Higher Education
Act of 1965 (20 U.S.C. 1011 et seq.) is amended
by adding at the end the following:

“SEC. 123. AREAS OF EMPHASIS.

“In carrying out activities under this Act
related to improving financial and economic
literacy, education, and counseling, the Sec-
retary shall emphasize, among other ele-
ments, basic personal income and household
money management and financial planning
skills, and basic economic decision making
skills, including how to—

‘(1) create household budgets, initiate sav-
ings plans, and make strategic investment
decisions for education, employment, retire-
ment, home ownership, wealth building, or
other savings goals;

‘(2) manage credit and debt effectively, in-
cluding student financial aid and credit card
debt, and understand the merits of estab-
lishing and maintaining excellent credit his-
tory;

¢(3) understand, evaluate, and compare fair
and favorable financial products, services,
and opportunities, and avoid abusive, preda-
tory, or deceptive financial products, serv-
ices, and opportunities;

‘“(4) complete tax returns and understand
tax consequences when making certain fi-
nancial decisions, such as placing an invest-
ment or purchasing a home;

“(5) identify economic problems,
natives, benefits, and costs;

‘(6) analyze the incentives at work in an
economic situation;

“(7) examine the consequences of changes
in economic conditions and public policies;

‘“(8) collect and organize economic evi-
dence, including understanding, evaluating,
and making strategic decisions using eco-
nomic indicators;

‘(9) compare benefits with costs; and

‘(10) improve financial and economic lit-
eracy and education through all other re-
lated skills.”.

SEC. 3. COORDINATION.

In carrying out the financial and economic
literacy activities authorized under this Act
and the amendments made by this Act, the
Secretary of Education, to the greatest ex-
tent practicable, shall coordinate such ac-
tivities with the financial and economic lit-
eracy efforts of a Federal commission com-
prised of the following:

(1) The Secretary of the Treasury.

(2) The respective head of each of the fol-
lowing:

(A) Each of the Federal banking agencies
(as defined in section 3 of the Federal De-
posit Insurance Act (12 U.S.C. 1813)).

(B) The National Credit Union Administra-
tion.

(C) The Securities and Exchange Commis-
sion.

(D) Each of the Departments of Education,
Agriculture, Defense, Health and Human
Services, Housing and Urban Development,
Labor, and Veterans Affairs.

(E) The Federal Trade Commission.

(F') The General Services Administration.

(G) The Small Business Administration.

(H) The Social Security Administration.

(I) The Commodity Futures Trading Com-
mission.

(J) The Office of Personal Management.

(3) At the discretion of the President, not
more than 5 individuals appointed by the
President from among the administrative
heads of any other Federal agencies, depart-
ments, or other Government entities, whom
the President determines to be engaged in a
serious effort to improve financial literacy
and education.

alter-
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SEC. 4. ENHANCEMENT OF FINANCIAL LITERACY
AND ECONOMIC LITERACY.

The Higher Education Act of 1965 (20 U.S.C.
1001 et seq.) is amended—

(1) in section 201(a)(3), by inserting ‘‘per-
sonal finance,” after ‘‘economics,’’;

(2) in section 311(c)—

(A) by redesignating paragraphs (7)
through (12) as paragraphs (8) through (13),
respectively; and

(B) by inserting after paragraph (6) the fol-
lowing:

‘(7 Education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents.”’;

(3) in section 316(c)(2)—

(A) by redesignating subparagraphs (G)
through (L) as subparagraphs (H) through
(M), respectively;

(B) by inserting after subparagraph (F) the
following:

‘(G) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’; and

(C) in subparagraph (M), as redesignated by
subparagraph (A), by striking ‘‘subpara-
graphs (A) through (K)” and inserting ‘‘sub-
paragraphs (A) through (L)’’;

(4) in section 317(c)(2)—

(A) in subparagraph (G), by striking ‘“‘and”
after the semicolon;

(B) in subparagraph (H), by striking the pe-
riod at the end and inserting ‘‘; and’’; and

(C) by adding at the end the following:

‘“(I) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents.”’;

(5) in section 323(a)—

(A) by redesignating paragraphs (7)
through (12) as paragraphs (8) through (13),
respectively; and

(B) by inserting after paragraph (6) the fol-
lowing:

‘(7) Education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents.”’;

(6) in section 326(c)—

(A) by redesignating paragraphs (5)
through (7) as paragraphs (6) through (8), re-
spectively; and

(B) by inserting after paragraph (4) the fol-
lowing:

‘“(5) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’;

(7) in section 503(b)—

(A) by redesignating paragraphs (b)
through (14) as paragraphs (6) through (15),
respectively; and

(B) by inserting after paragraph (4) the fol-
lowing:

‘“(5) Education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents.”’;

(8) in section 402B(b)—

(A) by redesignating paragraphs (3)
through (10) as paragraphs (4) through (11),
respectively;

(B) by inserting after paragraph (2) the fol-
lowing:

‘“(3) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’; and

(C) in paragraph (11), as redesignated by
subparagraph (A), by striking ‘‘paragraphs
(1) through (9)’ and inserting ‘‘paragraphs (1)
through (10)’;

(9) in section 402C—

(A) in subsection (b)—
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(i) by redesignating paragraphs (2) through
(12) as paragraphs (3) through (13), respec-
tively;

(ii) by inserting after paragraph (1) the fol-
lowing:

‘(2) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’; and

(iii) in paragraph (13), as redesignated by
clause (i), by striking ‘‘paragraphs (1)
through (11)” and inserting ‘‘paragraphs (1)
through (12)”’; and

(B) in subsection (e), by striking ‘‘sub-
section (b)(10)” and inserting ‘‘subsection
(b)(11)*’;

(10) in section 402D (b)—

(A) by redesignating paragraphs (2)
through (10) as paragraphs (3) through (11),
respectively;

(B) by inserting after paragraph (1) the fol-
lowing:

‘(2) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’; and

(C) in paragraph (11), as redesignated by
subparagraph (A), by striking ‘‘paragraphs
(1) through (9)” and inserting ‘‘paragraphs (1)
through (10)”’;

(11) in section 402E(b)—

(A) by redesignating paragraphs (7) and (8)
as paragraphs (8) and (9), respectively; and

(B) by inserting after paragraph (6) the fol-
lowing:

“(7) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’;

(12) in section 402F(b)—

(A) Dby redesignating paragraphs (4)
through (10) as paragraphs (5) through (11),
respectively;

(B) by inserting after paragraph (3) the fol-
lowing:

‘“(4) education or counseling services de-
signed to improve the financial literacy and
economic literacy of students and their par-
ents;”’; and

(C) in paragraph (11), as redesignated by
subparagraph (A), by striking ‘‘paragraphs
(1) through (9)” and inserting ‘‘paragraphs (1)
through (10)”’;

(13) in section 404D(b)(2)(A)(ii), by striking
“and academic counseling’ and inserting
‘“‘academic counseling, and financial literacy
and economic literacy education or coun-
seling’’;

(14) by striking section 418A(c)(1)(B)(i) and
inserting the following:

‘(i) personal, academic, career, and eco-
nomic education or personal finance coun-
seling as an ongoing part of the program;’’;

(15) in section 428F, by adding at the end
the following:

““(c) FINANCIAL AND ECONOMIC LITERACY.—
Where appropriate, each program described
under subsection (b) shall include making
available financial and economic education
materials for the borrower.”’;

(16) in section 432(k)(1), by striking ‘‘and
offering’’ and all that follows through the pe-
riod and inserting ‘¢, offering loan repayment
matching provisions as part of employee
benefit packages, and providing employees
with financial and economic education and
counseling.’’;

(17) in section 441(c)—

(A) in paragraph (1), by inserting ‘‘finan-
cial literacy and economic literacy,” after
‘‘social services,’’; and

(B) in paragraph (4)(C), by striking the pe-
riod at the end and inserting ‘‘and coun-
seling for the purposes of improving finan-
cial literacy and economic literacy.’’;

(18) in section 485—
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(A) in subsection (a)(1)(D), by striking the
semicolon at the end and inserting ‘, includ-
ing the merits of taking a personal finance
course, if the institution offers such a
course, and of the student reviewing the stu-
dent’s personal credit profile not less fre-
quently than once a year;’’;

(B) in subsection (b)—

(i) in paragraph (1)(A)—

(I) in clause (i), by striking ‘‘and’’ after the
semicolon;

(IT) in clause (ii), by striking the period at
the end and inserting ‘‘; and”’; and

(IIT) by adding at the end the following:

‘‘(iii) if it is determined during the coun-
seling that the borrower is not connected to
a mainstream financial institution, informa-
tion about low-cost financial services and
the benefits of using such services, and
where and how the borrower could open a
low-cost account in a federally insured cred-
it union or bank.”’; and

(ii) by adding at the end the following:

“(3) PILOT PROGRAM.—

““(A) AUTHORIZATION.—

‘(i) IN GENERAL.—The Secretary shall es-
tablish a pilot program that awards a total
of 5 grants to 5 different institutions of high-
er education that are located in geographi-
cally different parts of the United States to
enable the institutions to provide annual
personal finance counseling for students en-
rolled at such institutions.

‘(i) MINORITY SERVING INSTITUTIONS.—In
awarding grants under this paragraph, the
Secretary shall award not less than 2 of the
5 grants to institutions of higher education
that are eligible to receive assistance under
title III or title V.

‘‘(B) APPLICATION.—An institution of high-
er education that desires to receive a grant
under this paragraph shall submit an appli-
cation to the Secretary at such time, in such
manner, and containing such information as
the Secretary may require.

¢“(C) USE OF FUNDS.—

‘(1) COUNSELING.—

“(I) IN GENERAL.—In addition to making
available exit counseling under paragraph
(1), an institution of higher education that
receives a grant under this paragraph shall
through financial aid officers or otherwise,
make available counseling to borrowers of
loans which are made, insured, or guaranteed
under part B (other than loans made pursu-
ant to section 428B) of this title or made
under part D or E of this title at the com-
mencement of the borrower’s course of study
at the institution, not less frequently than
once annually while the borrower is enrolled
at the institution, and not later than 30 days
after completion of the course of study for
which the borrower enrolled at the institu-
tion or at the time of departure from such
institution.

‘“(II) CONTENT.—The counseling required
under subclause (I) shall include the average
anticipated monthly repayments, a review of
the repayment options available, the total
amount of interest that would be paid over a
range of possible interest rates and the
amount of interest in the monthly pay-
ments, information on the availability and
content of a personal finance course if such
course is offered by the institution and if not
already completed by the individual, and
such debt and management strategies as the
institution determines are designed to facili-
tate the repayment of such indebtedness,
which may be implemented in partnership
with State or local public, private, and non-
profit entities approved by the local edu-
cational agency that serves schools in the
area where the institution is located, or a
campus committee formed for the purpose of
evaluating the qualifications of such enti-
ties. If it is determined during the coun-
seling that the borrower is not connected to
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a mainstream financial institution, the
counseling shall include information about
low-cost financial services and the benefits
of using such services, and where and how
the borrower could open a low-cost account
in a federally insured credit union or bank.

‘(i) PERMISSIVE USE.—Grant funds re-
ceived under this paragraph may be used to
pay for additional financial aid personnel or
for training for existing financial aid per-
sonnel.

“(iii) STUDY.—

‘() IN GENERAL.—An institution of higher
education that receives a grant under this
paragraph shall conduct a study to evaluate
the impacts, if any, of the financial and eco-
nomic literacy and counseling activities on
students’ levels of savings and indebtedness,
and creditworthiness, and such activities’ ef-
fectiveness in reducing the incidence of prob-
lems with handling credit, including bank-
ruptcy filing and student financial loan de-
fault.

‘“(IT) ASSISTANCE.—An institution of higher
education may conduct the study under sub-
clause (I) with the assistance of appropriate
Federal agencies or other entities approved
by the Secretary.

‘(IIT) REPORT.—Not later than 6 months
after completion of the study under sub-
clause (I), the institution of higher education
shall report the results of such study to the
Secretary, the Secretary of the Treasury,
the Committee on Health, Education, Labor,
and Pensions of the Senate, the Committee
on Banking, Housing, and Urban Affairs of
the Senate, the Committee on Education and
the Workforce of the House of Representa-
tives, and the Committee on Financial Serv-
ices of the House of Representatives.

‘(D) DURATION.—Grants awarded under
this paragraph shall be for a period of 3
years.

‘‘(E) AMOUNT.—The Secretary shall award
grants of not more than $1,000,000 annually
to each institution of higher education
awarded a grant under this paragraph. The
Secretary may determine the grant award
amount based on the number of students to
be counseled at the institution of higher edu-
cation.

“(F) REPORT.—Not later than 90 days after
the date of completion of the pilot program
under this paragraph, the Secretary shall
submit a report to Congress on the effective-
ness of the program.

“(G) AUTHORIZATION OF APPROPRIATIONS.—
There is authorized to be appropriated to
carry out this paragraph such sums as may
be necessary for each of fiscal years 2005
through 2009.”’; and

(C) in subsection (c), by adding at the end
the following: ‘“‘Appropriate Federal agencies
shall provide material developed by such
agencies for the purpose of financial edu-
cation, to financial assistance information
personnel at institutions of higher education
for the use of such personnel in financial aid
counseling.”’; and

(19) in section 491(d)(8), by inserting ‘‘, in-
cluding those related to financial literacy
activities,”” after ‘‘resources and services”’.
SEC. 5. EVALUATION.

Not later than 6 years after the date of en-
actment of this Act, the Comptroller General
of the United States shall submit to the
Committee on Health, Education, Labor, and
Pensions of the Senate, the Committee on
Banking, Housing, and Urban Affairs of the
Senate, the Committee on Education and the
Workforce of the House of Representatives,
and the Committee on Financial Services of
the House of Representatives, an evaluation
of the range and effectiveness of financial
and economic education and financial aid
counseling activities of institutions of high-
er education, lenders, servicers, and guar-
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anty agencies as emphasized by the Sec-
retary of Education pursuant to section 123
of the Higher Education Act of 1965.

Mr. AKAKA. Mr. President, I am
pleased to introduce the Financial Lit-
eracy in Higher Education Act with
Senator ENzI and original cosponsors
of S. 1800, the College LIFE, Literacy
in Finance and Economics Act, Sen-
ators SARBANES and CORZINE.

This is truly a bipartisan com-
promise on the provisions of S. 1800,
the College LIFE Act, and I appreciate
Senator ENzI's willingness to collabo-
rate on this matter. As in S. 1800, the
Financial Literacy in Higher Edu-
cation Act proposes a pilot program for
five higher education institutions to
encourage students to take a personal
finance course and participate in pre-
ventive annual credit counseling,
working in conjunction with State or
local public, private, and nonprofit en-
tities selected by the local education
agency or the school, and measuring
the effectiveness of efforts in any be-
havioral changes that may result.

The bill emphasizes the importance
of personal finance and economic edu-
cation and counseling by authorizing
these activities as allowable uses in ex-
isting Higher Education Act programs,
such as TRIO, GEAR UP, and title IIT
and title V Serving Institutions. These
are programs that have been successful
in expanding higher education access
to populations with unique needs and,
therefore, are ideal avenues through
which we can further the important
components of financial and economic
literacy, such as wise budgeting, sav-
ing, debt management, tax prepara-
tion, and avoiding predatory or abusive
practices.

The bill promotes greater collabora-
tion with and support from Federal
agencies in the higher education arena
with respect to economic and financial
literacy, including coordination with
the Financial Literacy and Education
Commission, which was created by
title V of H.R. 2622, the Fair and Accu-
rate Credit Transactions Act of 2003.
The conference report of H.R. 2622 was
adopted recently by this Chamber and
the other body. For those who may not
be familiar with the Commission, the
new entity will work to improve finan-
cial literacy and education in the
United States through the development
of a national strategy.

I urge my colleagues to support this
bipartisan effort to increase the finan-
cial and economic literacy of our col-
lege students. I will also work with my
colleagues on advancing the grant pro-
grams in S. 1800 that are not in our
compromise package, because I feel
that those, too, are important parts of
our overall effort. Students in higher
education are some of our Nation’s best
and brightest, and we must work to
give them the tools that will help them
succeed. Not the least among these is
literacy in personal finance and eco-
nomics.

By Mr. ROCKEFELLER:
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S. 1970. A bill to amend title 11,
United States Code, to increase the
amount of unsecured claims for sala-
ries and wages given priority in bank-
ruptcy, to provide for cash payments to
retirees to compensate for lost health
insurance benefits resulting from the
bankruptcy of their former employer,
and for other purposes; to the Com-
mittee on the Judiciary.

Mr. ROCKEFELLER. Mr. President,
over the last several years as the econ-
omy came down from the high of the
1990s, we have seen how devastating it
can be for workers when their compa-
nies declare bankruptcy. From the
enormous Enron bankruptcy at the end
of 2001 to the bankruptcies of Wheel-
ing-Pitt and then Weirton Steel in my
own home State, every bankruptcy has
brought heartache for workers who had
dedicated themselves to their employ-
ers. In many cases, employees and re-
tirees have very limited ability to re-
cover the wages, severance, or benefits
they are due when their companies
seek protection from creditors.

Workers deserve better. So today I
am introducing the Bankruptcy Fair-
ness Act to strengthen workers’ rights
in bankruptcy and to provide greater
authority to bankruptcy courts to en-
sure a fair distribution of assets. Spe-
cifically, my bill will do three things.
It will ensure that retirees whose
promised health insurance is taken
away receive at least some compensa-
tion for their lost benefits. Second, my
legislation would allow employees to
recover more of the back-pay or other
compensation that is owed to them at
the time of the bankruptcy. And lastly,
I would provide bankruptcy courts the
authority to recover company assets in
cases where company managers fla-
grantly paid excessive compensation to
favored employees just before declaring
bankruptcy.

I am proposing this legislation as a
way to start a dialogue about how we
can better protect workers whose com-
panies file for bankruptcy. I do not pre-
tend to have all the answers. But I do
know that we must do a better job of
easing the burden that bankruptcy im-
poses on employees and retirees. And I
believe that we can do so in creative
ways that do not make it more dif-
ficult for companies to successfully re-
organize and emerge from bankruptcy.
I look forward to the ideas and sugges-
tions of my colleagues.

In the simplest economic terms, em-
ployees sell their labor to their compa-
nies. They toil away in offices, plants,
factories, mills, and mines, because
they are promised that at the end of
the day they will receive certain com-
pensation. One of the most important
types of compensation that workers
earn is the right to enjoy certain bene-
fits when they retire. Pensions, life in-
surance, or health care coverage are
earned by workers in addition to their
weekly paychecks. Yet, sadly we have
seen many companies in the last few
years abandon these promises when
they declare bankruptcy.
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More and more we see companies
taking the easy road to profitability by
abandoning commitments that they
made to workers. For retirees who
have planned for their golden years
based on the benefits they have earned,
losing health insurance can be a dev-
astating blow. Retirees must have the
right to reasonable compensation if the
company seeks to break its promise to
provide health insurance. Under cur-
rent law, these retirees receive what is
called a general unsecured claim for
the value of the benefits they lost. As
any creditor will tell you, a general un-
secured claim is essentially worthless
in most bankruptcies. It means you are
at the end of the line, and there are not
enough assets to go around. This law
allows companies to essentially rescind
compensation that retirees have earned
with virtually no cost to the company.
Of course that is a great deal for the
company, but it is spectacularly unfair
to the retirees.

Recognizing that so-called legacy
costs are often an impossible burden
for a company that is trying to emerge
from bankruptcy, my legislation would
still allow companies in some cir-
cumstances to alter the health cov-
erage offered to retirees. However, it
would require that the company pay a
minimum level of compensation to re-
tirees. Under this bill, each retiree
would be entitled to a payment equal
to the cost of purchasing comparable
health insurance for a period of 18
months. Of course, 18 months of health
insurance coverage is a lot less than
many of these retirees are losing, but
it can ease the transition as retirees
make alternative plans, and it will dis-
courage companies from thinking that
terminating retiree health coverage is
an easy solution. The retirees would
still be entitled to a general unsecured
claim for the value of the benefits lost
in excess of this one time payment.
This change would ensure that retirees,
while still not being made whole on
lost benefits, will at least receive some
compensation for the broken promises.

Many active workers, too, have a dif-
ficult time recovering what is owed to
them by their employer when the com-
pany files bankruptcy. Under current
law, employees are entitled to a pri-
ority claim of up to $4,650. But that fig-
ure is usually not enough to cover the
back-wages, vacation time, severance
pay, or benefit payments that the em-
ployees are owed for work done prior to
the bankruptcy. Congress needs to up-
date the amount of the priority claim
to ensure that more workers are able
to receive what is rightfully theirs.
The Bankruptcy Fairness Act would es-
tablish a priority claim for the first
$15,000 of compensation owed to an em-
ployee.

In most cases, employees have been
working their hardest to help the com-
pany avoid the nightmare of bank-
ruptcy, only to find that they will not
be compensated for their services as
promised. As we saw so clearly with
the Enron case, employees are often
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left holding the bag when their com-
pany declares bankruptcy. In that case,
employees were owed an average of
$35,000 in back-wages, severance, and
other promised compensation. They de-
served to recover more than a mere
$4,650 of what was owed them. Let me
be clear, this bill does not establish
any new obligation for a company to
pay severance or other compensation
to employees caught up in a company’s
bankruptcy. It merely ensures that em-
ployees can recover more of what is al-
ready owed to them through the bank-
ruptcy process.

I understand that many creditors or
investors are not able to recover what
is rightfully owed to them in bank-
ruptcy, but employees deserve protec-
tion that recognizes the unique nature
of their dependence on their employer.
Any smart investor diversifies his or
her portfolio so that a bankruptcy at
one company does not bankrupt the in-
vestor. Likewise, suppliers and credi-
tors that do business with a company
typically have many other clients. This
is not the case with workers. They can-
not diversify away from the risk of
working for a bankrupt company, and
the financial hardship a bankruptcy
brings is more devastating to the aver-
age worker than the average creditor
or supplier.

Now, I know that some of my col-
leagues listening to this may be wor-
rying that this legislation is insensi-
tive to the needs of companies that are
trying to reorganize in order to emerge
from bankruptcy and go forward as
successful businesses. I am fully aware
that sometimes, too often in the real
world, the bankruptcy process can help
companies stay open and maintain jobs
by restructuring obligations to credi-
tors. Too many companies in West Vir-
ginia have had to go through the pain-
ful process of Chapter 11 reorganiza-
tion. I completely understand the need
to keep the factories open. And I have
always worked side by side with com-
panies to help them recover.

I will continue that important work,
and I have included a provision in this
bill to help bankrupt companies that
are struggling to survive to recover as-
sets that have been pilfered from the
corporate coffers. In too many cases,
company executives reward themselves
even as their companies careen toward
bankruptcy. The most egregious recent
example is at Enron in 2001. In the days
and weeks leading up to the bank-
ruptcy filing, executives granted large
bonuses to themselves and their fa-
vored employees. Millions of dollars
were paid to a select group of employ-
ees just before the company declared
bankruptcy. It is unconscionable that
executives would grant themselves
undeserved bonuses and then weeks
later claim that the company did not
have the resources to pay its rank and
file employees.

My legislation provides bankruptcy
courts greater authority to recover ex-
cessive compensation that was paid
just prior to the bankruptcy filing. If
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the court finds that compensation was
out of the ordinary course of business
or was unjust enrichment, the court
can recover those assets for the bank-
rupt company, ensuring that more
creditors, employees, and retirees can
receive what is rightfully owed to them
by the company.

The reforms I have outlined are mod-
est. They will not take the sting out of
bankruptcy. By definition a bank-
ruptcy is a failure, and it is painful for
the company’s employees, retirees, and
business partners. But the Bankruptcy
Fairness Act I am introducing today
would make progress toward ensuring
that bankruptcies are more fair to the
workers who gave their time and en-
ergy and sweat to the company in ex-
change for certain promised compensa-
tion. And by helping a company re-
cover assets that should not have been
paid out as undeserved bonuses just be-
fore bankruptcy the bill ensures that
more of a company’s assets are paid to
the employees, retirees, and creditors
who are rightfully owed.

It is my hope that this legislation
will receive serious consideration from
my colleagues, and that this can open
an important debate about how work-
ers and retirees can be better protected
from the ugly side of prolonged eco-
nomic downturns.

By Mr. CORZINE (for himself,
Mr. DoDpD, and Mr. LIEBERMAN):

S. 1971. A bill to improve trans-
parency relating to the fees and costs
that mutual fund investors incur and
to improve corporate governance of
mutual funds; to the Committee on
Banking, Housing, and Urban Affairs.

Mr. DODD. Mr. President, I rise
today, with my colleague from New
Jersey, to introduce a measure that is
critical to improving the investing
public’s faith in our capital markets.
This legislation, the ‘“Mutual Fund In-
vestor Confidence Restoration Act”
will fundamentally strengthen protec-
tions for the millions of investors who
rely on mutual funds for their financial
security.

America is the land of opportunity.
Millions of Americans and countless
others around the world seek the op-
portunity to participate in the eco-
nomic life of our nation. Mutual funds
are a principal pathway through which
most investors achieve financial secu-
rity. Mutual funds have in the past not
only lived up to, but in many cases ex-
ceeded, the grand expectations of in-
vestors. They are a true success story
of our securities markets and our sys-
tem of securities regulation.

However, in recent months, a series
of revelations has shaken investor con-
fidence in the promise of mutual funds.
We must restore the faith of investors
in mutual funds and those who manage
them. This legislation is designed to
address some of the abuses and short-
comings which have received so much
recent attention.

There are five broad areas which this
legislation addresses: corporate gov-
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ernance, disclosures to investors, late
trading and market timing, increased
regulatory oversight, and financial 1lit-
eracy.

This legislation significantly im-
proves corporate governance standards
at mutual funds. Investors have begun
to lose faith that their hard earned
savings are not being managed with
their best interests in mind. Mutual
fund boards must have greater inde-
pendence from fund managers and be
more accountable to shareholders of
the fund. Directors and chairmen must
exercise greater oversight to ensure
that funds are run in the interest of
their shareholders—and be accountable
to shareholders for failing to do so. Ad-
ditionally, this legislation directs the
SEC to determine whether directors
and chairmen need additional tools to
carry out that job.

This legislation mandates that cor-
porate governance requirements cre-
ated in the Sarbanes-Oxley Act, such
as director independence requirements,
financial expertise, and certification
measures apply to mutual funds. Of
particular note, this legislation man-
dates that funds employ a chief compli-
ance officer to ensure that internal
controls, policies and procedures are
met by the fund in the interest of
shareholders.

We need to improve the disclosures
to investors about the fees and costs
associated with mutual funds. Current
disclosures are inadequate in providing
investors the information necessary to
understand the true costs of investing
through mutual funds. The current ex-
pense ratio by no means includes all of
the fund’s expenses.

This legislation requires that cur-
rently unaccounted for expenses, such
as brokerage commissions, advertising
fees and research costs, among others,
are fully disclosed.

Additionally, the legislation requires
the breakout of these respective costs
to be displayed as a graph provided to
shareholders that will enable them to
compare the costs associated with own-
ing shares of different mutual funds.
The ability to compare the total costs
of mutual funds with each other will
drive competition and lower costs for
investors.

Investors deserve to know if their
broker has a financial incentive to
steer them into particular mutual
funds. This legislation mandates great-
er disclosure of financial incentives
provided to intermediaries and requires
fund companies and investment advis-
ers to fully disclose certain sales prac-
tices, including revenue-sharing and di-
rected Dbrokerage arrangements and
disclose the value of research and other
services paid for as part of brokerage
commissions.

The recent abuses that we have seen
with respect to late trading and mar-
ket timing must be stopped to restore
investors faith in mutual funds. Insider
dealings at mutual funds must never
recur. Fund insiders must be prohibited
from trading against their own share-
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holders’ interest. Neither fund insiders
nor preferred customers must enjoy
privileges like market timing that are
denied to the millions of average mu-
tual fund investors.

Late trading is already illegal, but
we now know it isn’t isolated. The sys-
tem for prohibiting late trading in mu-
tual funds must be strengthened, so all
mutual fund investors are treated fair-
ly. This legislation creates new re-
quirements for intermediaries and
funds to ensure that illegal late trad-
ing activities are stopped.

As a result of the recent widespread
scandals in this area, we must rededi-
cate our regulatory oversight of the
mutual fund industry. Due to the tre-
mendous size of mutual funds and how
critical of an investment tool they are
to small investors, this legislation di-
rects the General Accounting Office to
consider the value of creating a new
self regulatory body and/or inde-
pendent regulator for mutual fund
oversight.

Lastly, this legislation calls for im-
proved efforts to promote financial lit-
eracy among mutual fund shareholders.
Ensuring that investors have the re-
sources available to them to under-
stand the benefits and costs of mutual
funds is a fundamental importance.

The Mutual Fund Investor Con-
fidence Restoration Act is an impor-
tant step in the right direction of re-
storing the integrity of the mutual
fund industry and will greatly improve
the basic protections given to investors
who rely upon these investment vehi-
cles for their economic security.

Mr. CORZINE. Mr. President, I rise
along with my colleague from Con-
necticut, Senator DoODD, to introduce
the Mutual Fund Investor Confidence
Restoration Act of 2003, a bill that
would improve the oversight of the mu-
tual fund industry, enhance fund gov-
ernance, and protect the millions of
Americans who invest in these funds.

Mutual funds are the primary means
for investors to participate in the mar-
ket. Approximately 95 million Ameri-
cans invest in mutual funds, and in-
vestments total near $7 trillion dollars.
The industry, one of our oldest and
most-revered, is entrusted by those
shareholders with their dreams of a
comfortable retirement, the ability to
pay their children’s college tuition,
buy a first home or pursue other life-
long dreams.

It’s not a stretch to say that in many
ways the mutual fund industry has
been the standard bearer for ethical be-
havior, strong oversight and govern-
ance committed to investor protection
in our capital markets. Few, if anyone,
would dare to have suggested that our
mutual fund industry could become fer-
tile ground for the types of ‘infectious
greed’ we witnessed during the govern-
ance and accounting scandals a few
years ago.

But that is just what has happened.

Today, the mutual fund industry
faces its own litany of scandals cen-
tered on allegations of investor fraud,
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flawed corporate governance, financial
conflicts of interest and outright inves-
tor abuse. Names like Putnam and Ca-
nary Capital have become synonymous
with Enron, Tyco and WorldCom in
terms of the financial harm inflicted
upon investors, undermining their con-
fidence and trust in America’s finan-
cial markets.

The vast majority of those who work
in this industry are decent, hard-work-
ing individuals who make a significant
contribution to the betterment of our
nation.

Unfortunately, there are also far too
many associated with this profession—
including some investment advisors,
fund board members, and those in fund
company management—who are all too
willing to disregard their fiduciary ob-
ligation to shareholders in order to
pursue their own personal self-enrich-
ment.

Investors should not perceive that
the deck is stacked against them. They
should not think that there are dif-
ferent rules—one that applies to them
and a different and considerably less
stringent set that applies to wealthy
industry insiders.

The legislation we are introducing
today, The Mutual Fund Investor Con-
fidence Restoration Act will make sure
that the playing field stays level.

This bill has five primary themes:
improving mutual fund governance; en-
hancing cost, fee and other important
disclosures to shareholders; preventing
abusive mutual fund practices such as
late trading and market timing;
strengthening mutual fund industry
oversight; and promoting fund share-
holder literacy.

Let me give a more detailed summa-
tion of what this legislation would do
and why it is so important.

Boards of directors for mutual funds
have been criticized recently for the
high number of directorships that
members hold, the lack of board inde-
pendence from fund management and
the failure of several to fulfill their fi-
duciary responsibility to shareholders.
This legislation would strengthen fund
governance by establishing truly inde-
pendent mutual fund boards, chairmen,
nominating committees and inde-
pendent audit committees that con-
form to Sarbanes-Oxley Act require-
ments for those at publicly traded com-
panies.

The bill would also improve fund gov-
ernance by requiring Sarbanes-Oxley-
like ‘‘certification’ from Board Chair-
men and newly-designated Chief Com-
pliance Officers that shareholders safe-
guards are in place within the fund.

Also, it would ensure that accurate
disclosures to shareholders, including
cost and fee information, are contained
in the prospectus.

The legislation includes other ‘cer-
tifiable’ requirements for board chair-
men and chief compliance officers, in-
cluding disclosures that internal con-
trols, a code of ethics and personnel
designated to ensuring adherence to
stated polices and compliance with rel-
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evant securities laws, including meas-
ures preventing market-timing and
late trading abuses, are in place at the
fund and with the investment adviser.
Additionally, the legislation calls for
the disclosure of insider transactions
by mutual fund managers and Board
notification of Securities and Ex-
change Commission (SEC) deficiency
letters.

Another issue of concern with the
mutual fund industry is the inadequate
and confusing disclosure provided to
shareholders regarding expenses. Fund
shareholders are responsible for paying
various fees and costs related to the
operation and trading activity of the
fund. While funds provide investors
with certain fee-related disclosure,
shareholders are largely in the dark
about many other costs that impact
the value of their fund’s assets.

The legislation includes numerous
provisions aimed at improving the
cost, fee and other disclosures share-
holders receive from mutual funds.
These would include requirements that
funds disclose the actual cost borne by
each shareholder for the operating ex-
penses of the fund and the estimated
expenses paid for costs associated with
management of the fund that reduces
the fund’s overall value, including bro-
kerage commissions, revenue sharing
and directed brokerage arrangements,
transactions costs another fees.

The legislation would require a
breakdown of these respective costs to
be displayed graphically, in order to
provide shareholders with the requisite
information to compare the costs asso-
ciated with owning shares of various
mutual funds.

In addition these requirements, the
legislation would require fund compa-
nies and investment advisers to fully
disclose certain sales practices, includ-
ing revenue-sharing and directed bro-
kerage arrangements, shareholder eli-
gibility for breakpoint discounts and
the value of research and other services
paid for as part of brokerage commis-
sions, directing the SEC to study so-
called ‘‘soft-dollar’ arrangements.

As I mentioned earlier, Mr. Presi-
dent, this bill includes measures aimed
at preventing abusive mutual fund
practices, such as late trading and
market timing, that diminish the
shareholders’ assets of a particular
fund. First, the legislation seeks to en-
sure that fund companies and invest-
ment advisers have adequate share-
holder safeguards in palace, and that
they ‘certify’ these internal control
procedures. Those would include estab-
lishing a code of ethics, improving the
accurate disclosure of fund company
policies, and ensuring compliance ef-
forts are overseen by the chief compli-
ance officer.

The bill also would also take steps
aimed at directly preventing abusive
practices and conflicts of interest. The
recent scandals surrounding mutual
funds primarily focus on brokers and
fund officials that have engaged in the
improper trading of mutual fund shares
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through late trading and market tim-
ing. Late trading refers to the practice
of placing orders to buy or sell mutual
fund shares after 4 p.m., and market
timing is short-term trading in and out
of stocks in the hope of exploiting an
inefficiency in the fund’s share price.

To address the issue of market tim-
ing, the legislation requires the SEC to
ensure that fund companies are in com-
pliance with the Investment Company
Act rules requiring them to use fair
value calculation to determine the net
asset value a fund company’s securities
when market quotations are otherwise
unavailable or do not accurately re-
flect the companies fair market value.
This provision would eliminate the
stale pricing that allows market timers
to profit, often illicitly, from the inac-
curate pricing of a fund’s shares.

The legislation would also require
the SEC to establish a rule requiring
fund companies and investment advis-
ers to develop and disclose formal poli-
cies related to market timing and
short term trading. Certification by
fund company management would fur-
ther ensure that policies are being ad-
hered to.

To address late trading, the bill re-
quires the SEC to issues rules and es-
tablishes guidelines for trades in fund
securities that go through newly estab-
lished ‘‘permitted intermediaries”,
such as broker-dealers. The rules would
allow these permitted intermediaries
to execute trades of a fund after the
funds net asset value has been derived,
if the intermediary has; a policy in
place that the company does not per-
mit late trades, mechanisms in place to
detect late-trades and if that inter-
mediary make those procedures avail-
able for inspection by the SEC. Non-
permitted intermediaries would be re-
quired to submit their transactions to
the fund company prior to market
close.

To reduce other conflicts, the legisla-
tion would prohibit mutual fund man-
agers from jointly managing a hedge
fund, and would prohibit short-term
trading by fund and investment com-
pany management and requires disclo-
sure of insider transactions.

In seeking to bolster mutual fund in-
dustry oversight, this legislation would
require the SEC to review the alloca-
tion of the resources it has dedicated
to industry oversight and the General
Accounting Office (GAO) to study the
feasibility of establishing a new, inde-
pendent regulator—the Mutual Fund
Oversight Board. The bill also would
direct the SEC to establish incentives
and protections for whistleblowers and
would require the GAO to independ-
ently review and report to Congress on
the coordination of enforcement efforts
between the SEC, its regional offices,
and state regulators.

Finally, this bill calls for a study
into ways in which we can improve and
promote financial literacy among mu-
tual fund shareholders. And the legisla-
tion, through its enhanced disclosures
to shareholders, already makes a sig-
nificant contribution to improving
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shareholder understanding of the poli-
cies of the fund and the costs associ-
ated with its management and oper-
ation.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1971

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Mutual Fund Investor Confidence Res-
toration Act of 2003”’.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.
TITLE I—ENHANCING COST, FEE, AND

OTHER DISCLOSURES TO SHARE-
HOLDERS
Sec. 101. Improved transparency of mutual
fund costs.

Sec. 102. Obligations regarding certain dis-
tribution and soft dollar ar-
rangements.

Sec. 103. Definition of no-load mutual fund.

Sec. 104. Disclosure of incentive compensa-
tion and mutual fund sales.

TITLE II-MUTUAL FUND GOVERNANCE

Sec. 201. Independent mutual fund boards.
Sec. 202. Audit committee requirements for
investment companies.

203. Informing directors of significant
deficiencies.
204. Certification by chairman and chief
compliance officer.
TITLE III—-PREVENTING ABUSIVE
MUTUAL FUND PRACTICES

301. Prevention of fraud; internal com-
pliance and control procedures.

Ban on joint management of mu-
tual funds and hedge funds.

Restrictions on short term trading
and mandatory redemption
fees.

Elimination of stale prices.

Formal policies and procedures re-
lated to market timing.

Sec. 306. Prevention of late trades.

Sec. 307. Disclosure of insider transactions.

TITLE IV—-STRENGTHENING MUTUAL
FUND INDUSTRY OVERSIGHT

Sec. 401. Study of Mutual Fund Oversight
Board.

402. Study of coordination of enforce-
ment efforts.

Sec. 403. Review of Commission resources.

Sec. 404. Commission study and report regu-
lating soft dollar arrangements.

405. Report on adequacy of regulatory
response to late trading and
market timing.

Sec. 406. Study of arbitration claims.

TITLE V—PROMOTING SHAREHOLDER
LITERACY

Sec. 501. Financial literacy among mutual
fund investors study.

TITLE I—ENHANCING COST, FEE, AND
OTHER DISCLOSURES TO SHAREHOLDERS
SEC. 101. IMPROVED TRANSPARENCY OF MUTUAL

FUND COSTS.

(a) REGULATION REVISION REQUIRED.—

(1) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall
revise regulations under the Securities Act
of 1933, the Securities Exchange Act of 1934,
or the Investment Company Act of 1940, or
any combination thereof, to require, con-
sistent with the protection of investors and
the public interest, improved disclosure with
respect to an open-end management invest-
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Sec.

Sec.
Sec. 302.
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304.
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ment company, in the quarterly statement
or other periodic report to shareholders or
other appropriate disclosure document, of—

(A) the actual dollar amount, borne by
each shareholder, of the expenses of the com-
pany;

(B) the structure of, method used to deter-
mine, and the total amount of the compensa-
tion of individuals employed by the invest-
ment adviser of the company to manage the
portfolio of the company, and the ownership
interest of such individuals in the securities
of the company, including when such individ-
uals have no ownership interest in the com-
pany;

(C) whether the chairman of the board of
directors of the open-end management in-
vestment company or any directors of the in-
vestment adviser of such company employed
to manage the portfolio of the company do
not own any securities of the company;

(D) the estimated total annual dollar
amount of fees, costs, expenses, taxes, and
any other payments made by the company
for any purpose, excluding only pro rata dis-
tributions to shareholders, and set forth in a
manner that facilitates comparison among
different companies;

(E) information concerning the company’s
policies and practices with respect to the
payment of commissions for effecting securi-
ties transactions to a member of an ex-
change, broker, or dealer who—

(i) furnishes advice, either directly or
through publications or writings, as to the
value of securities, the advisability of in-
vesting in, purchasing, or selling securities,
and the availability of securities or pur-
chasers or sellers of securities;

(ii) furnishes analyses and reports con-
cerning issuers, industries, securities, eco-
nomic factors and trends, portfolio strategy,
and the performance of accounts; or

(iii) facilitates the sale and distribution of
the company’s shares;

(F) information concerning payments by
any person other than the company that are
intended to facilitate the sale and distribu-
tion of the company’s shares; and

(G) information concerning discounts on
front-end sales loads for which investors may
be eligible, including the minimum purchase
amounts required for such discounts.

(2) RULES AND REGULATIONS.—

(A) OTHER MANAGEMENT AND SERVICE-RE-
LATED CcOST.—Not later than 180 days after
the date of enactment of this Act, the Secu-
rities and Exchange Commission shall issue
rules or regulations defining ‘‘fees, costs, ex-
penses, taxes, and any other payments made
by the company’’ for purposes of paragraph
(1)(D). Such definition shall include any
management fees, transfer agency expenses,
custodial fees, shareholder servicing fees,
portfolio transaction costs (including com-
missions, market impact, spread, and oppor-
tunity costs, fees charged under a plan
adopted pursuant to rule 12b-1 of the rules of
the Securities and Exchange Commission (17
C.F.R. 270.12b-1), and other distribution ex-
penses, directors’ fees, and registration fees.

(B) MANNER THAT FACILITATES COMPARISON
AMONG INVESTMENT COMPANIES.—

(i) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall
issue rules or regulations defining ‘‘manner
that facilitates comparison amount invest-
ment companies’ for purposes of paragraph
(1)(D). Such definition shall include defini-
tions of functional categories of fees, costs,
expenses, taxes, and other payments dis-
closed under paragraph (1)(D) that shall not
be based on the contract under which or with
whom the services are provided, and shall in-
stead be based on the nature of the services
provided.
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(ii) DispPLAY.—Each category of costs under
clause (i) shall be presented in a graphical
display (such as a bar or pie chart) that
shows each category as a percentage of the
total dollar amount under paragraph (1)(D).

(C) CERTIFICATION.—Not later than 90 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall
issue rules or regulations requiring the inde-
pendent audit of the estimate required under
paragraph (1)(D) and certification by the in-
vestment adviser and the chairman of the
board of directors of the open-end invest-
ment company.

(b) APPROPRIATE DISCLOSURE DOCUMENT.—

(1) IN GENERAL.—For purposes of subsection
(a)(1), a disclosure shall not be considered to
be made in an appropriate disclosure docu-
ment if the disclosure is made exclusively in
a prospectus or statement of additional in-
formation, or both such documents.

(2) EXCEPTIONS.—Notwithstanding para-
graph (1), the disclosures required by para-
graph (1)(B), (C), and (E) of subsection (a)
may be considered to be made in an appro-
priate disclosure document if the disclosure
is made exclusively in a prospectus or state-
ment of additional information, or both such
documents.

SEC. 102. OBLIGATIONS REGARDING CERTAIN
DISTRIBUTION AND SOFT DOLLAR
ARRANGEMENTS.

Section 15 of the Investment Company Act
of 1940 (15 U.S.C. 80a-15) is amended by add-
ing at the end the following:

“(g) OBLIGATIONS REGARDING CERTAIN DIS-
TRIBUTION AND SOFT DOLLAR ARRANGE-
MENTS.—

‘(1) REPORTING REQUIREMENTS.—Each in-
vestment adviser to a registered investment
company shall, not less frequently than an-
nually, submit to the board of directors of
the company a report on—

““(A) payments during the reporting period
by the adviser (or an affiliated person of the
adviser) that were directly or indirectly
made for the purpose of promoting the sale
of shares of the investment company (re-
ferred to in paragraph (2) as a ‘revenue shar-
ing arrangement’);

‘“(B) services to the company provided or
paid for by a broker or dealer or an affiliated
person of the broker or dealer (other than
brokerage and research services) in exchange
for the direction of brokerage to the broker
or dealer (referred to in paragraph (2) as a
‘directed brokerage arrangement’); and

‘(C) research services obtained by the ad-
viser (or an affiliated person of the adviser)
during the reporting period from a broker or
dealer, the receipt of which may reasonably
be attributed to securities transactions ef-
fected on behalf of the company or any other
company that is a member of the same group
of investment companies (referred to in
paragraph (2) as a ‘soft dollar arrangement’).

‘(2) FIDUCIARY DUTY OF BOARD OF DIREC-
TORS.—The board of directors of a registered
investment company shall have a fiduciary
duty—

““(A) to review the investment adviser’s di-
rection of the company’s brokerage trans-
actions, including directed brokerage ar-
rangements and soft dollar arrangements,
and that the direction of such brokerage ad-
heres to the Fund’s stated policies and is in
the best interests of the shareholders of the
company; and

‘“(B) to review any revenue sharing ar-
rangements to ensure compliance with this
Act and the rules adopted thereunder, and
that such revenue sharing arrangements ad-
heres to the Fund’s stated policies and are in
the best interests of the shareholders of the
company.

‘“(3) SUMMARIES OF REPORTS IN ANNUAL RE-
PORTS TO SHAREHOLDERS.—In accordance
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with regulations prescribed by the Commis-
sion under paragraph (4), annual reports to
shareholders of a registered investment com-
pany shall include a summary of the most
recent report submitted to the board of di-
rectors under paragraph (1).

‘“(4) REGULATIONS.—The Commission shall
adopt rules and regulations implementing
this section, which rules and regulations
shall, among other things, prescribe the con-
tent of the required reports.

‘‘(5) DEFINITION.—For purposes of this sub-
section—

‘““(A) the term ‘brokerage and research
services’ has the same meaning as in section
28(e)(3) of the Securities Exchange Act of
1934; and

‘(B) the term ‘research services’ means the
services described in subparagraphs (A) and
(B) of such section.”.

SEC. 103. DEFINITION OF NO-LOAD
FUND.

Not later than 180 days after the date of
enactment of this Act, the Securities and
Exchange Commission shall, by rule adopted
by the Commission or a self-regulatory orga-
nization (or both)—

(1) clarify the definition of ‘‘no-load” as
such term is used by investment companies
that impose any fee under a plan adopted
pursuant to rule 12b-1 of the rules of the Se-
curities and Exchange Commission (17 C.F.R.
270.12b-1); and

(2) require disclosure to prevent investors
from being misled by the use of such termi-
nology by the company or its adviser or prin-
cipal underwriter.

SEC. 104. DISCLOSURE OF INCENTIVE COM-
PENSATION AND MUTUAL FUND
SALES.

(a) IN GENERAL.—Section 15(b) of the Secu-
rities Exchange Act of 1934 (15 U.S.C. 780(b))
is amended by adding at the end the fol-
lowing:

¢“(11) CONFIRMATION OF TRANSACTIONS FOR
MUTUAL FUNDS.—

‘““(A) IN GENERAL.—Each broker shall dis-
close in writing to customers that purchase
the shares of an open-end company reg-
istered under section 8 of the Investment
Company Act of 1940 (15 U.S.C. 80a-8)—

‘(i) the amount of any compensation re-
ceived or to be received by the broker in con-
nection with such transaction from any
sources, including—

“(I) the amount and source of sales fees,
payments by persons other than the invest-
ment company that are intended to facili-
tate the sale and distribution of the securi-
ties, and commissions for effecting portfolio
securities transactions, or other payments,
paid to such broker or dealer, or municipal
securities broker or dealer, or associated
person thereof in connection with such sale;

“(II) any commission or other fees or
charges the investor has paid or will or
might be subject to, including as a result of
purchases or redemptions;

‘(III) any conflicts of interest that any as-
sociated person of the broker, dealer, or mu-
nicipal securities broker or dealer of the in-
vestor may face due to the receipt of dif-
ferential compensation in connection with
such sale; and

“(IV) information about the estimated
amount of any asset-based distribution ex-
penses incurred, or to be incurred, by the in-
vestment company in connection with the
purchase of securities by the investor; and

‘‘(ii) such other information as the Com-
mission determines appropriate.

‘(B) TIMING OF DISCLOSURE.—The disclo-
sure required under subparagraph (A) shall
be made to a customer not later than as of
the date of the completion of the trans-
action.
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‘“(C) LIMITATION.—The disclosures required
under subparagraph (A) may not be made ex-
clusively in—

‘(1) a registration statement or prospectus
of an open-end company; or

‘(i) any other filing of an open-end com-
pany with the Commission.

“(D) COMMISSION AUTHORITY.—Not later
than 1 year after the date of enactment of
the Mutual Fund Investor Confidence Res-
toration Act of 2003, the Commission shall,
by rule, establish, to the extent practicable,
standards for the disclosures required under
subparagraph (A).

‘“(E) DEFINITION OF OPEN-END COMPANY.—In
this paragraph, the term ‘open-end company’
has the same meaning as in section 5 of the
Investment Company Act of 1940 (15 U.S.C.
80a-5).

“(F) DEFINITIONS OF DIFFERENTIAL COM-
PENSATION AND MUNICIPAL FUND SECURITY.—

‘(i) DIFFERENTIAL COMPENSATION.—In this
paragraph, an associated person of a broker
or dealer shall be considered to receive dif-
ferential compensation if such person re-
ceives any increased or additional remunera-
tion, in whatever form—

‘() for sales of the securities of an invest-
ment company or municipal fund security
that is affiliated with, or otherwise specifi-
cally designated by, such broker or dealer or
municipal securities broker or dealer, as
compared with the remuneration for sales of
securities of an investment company or mu-
nicipal fund security offered by such broker
or dealer or municipal securities broker or
dealer that are not so affiliated or des-
ignated; or

‘“(IT) for the sale of any class of securities
of an investment company or municipal fund
security as compared with the remuneration
for the sale of a class of securities of such in-
vestment company or municipal fund secu-
rity (offered by such broker or dealer or mu-
nicipal securities broker or dealer) that
charges a sales load (as defined in section
2(a)(35) of the Investment Company Act of
1940 (15 U.S.C. 80a-2(a)(35)) only at the time
of such a sale.

(i) MUNICIPAL FUND SECURITY.—In this
paragraph, a municipal fund security is any
municipal security issued by an issuer that,
but for the application of section 2(b) of the
Investment Company Act of 1940 (15 U.S.C.
80a—-2(b)), would constitute an investment
company within the meaning of section 3 of
the Investment Company Act of 1940 (15
U.S.C. 80a-3).”.

TITLE II—-MUTUAL FUND GOVERNANCE
SEC. 201. INDEPENDENT MUTUAL FUND BOARDS.

(a) DIRECTOR INDEPENDENCE.—

(1) IN GENERAL.—Section 10(a) of the In-
vestment Company Act of 1940 (15 U.S.C. 80a—
10(a)) is amended—

(A) by striking ‘“‘more than 60 per centum”
and inserting ‘‘more than 25 percent’’; and

(B) by striking the period at the end and
inserting ‘‘, and such company shall not have
as a member of its board of directors any
person—

‘(1) who has served without being approved
or elected by the shareholders of such reg-
istered investment company at least once
every b years; and

‘“(2) unless such director is an interested
person or has been found, on an annual basis,
by a majority of the directors who are not
interested persons, after reasonable inquiry
by such directors, not to have any material
business or familial relationship with the
registered investment company, a signifi-
cant service provider to the company, or any
entity controlling, controlled by, or under
common control with such service provider,
that is likely to impair the independence of
the director.”.
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(2) CHAIRMAN; FINANCIAL EXPERT; INDE-
PENDENT COMMITTEE.—Section 10 of the In-
vestment Company Act of 1940 (15 U.S.C. 80a—
10) is amended by adding at the end the fol-
lowing:

‘(i) CHAIRMAN.—No registered investment
company shall have as chairman of its board
of directors an interested person of such reg-
istered company.

*“(j) INDEPENDENT COMMITTEE.—

‘(1) IN GENERAL.—The members of the
board of directors of a registered investment
company who are not interested persons of
such registered investment company shall
establish a committee comprised solely of
such members, which committee shall be re-
sponsible for—

““(A) selecting persons to be nominated for
election to the board of directors; and

‘(B) adopting qualification standards for
the nomination of directors.

‘(2) DISCLOSURE.—The standards developed
under paragraph (1)(B) shall be disclosed in
the registration statement of the registered
investment company.

(k) FINANCIAL EXPERT.—

‘(1 IN GENERAL.—Each registered invest-
ment company shall have as a member of its
board of directors not less than 1 member
who is a financial expert, as such term is de-
fined by the Commission.

‘“(2) RULES DEFINING FINANCIAL EXPERT.—In
defining the term ‘financial expert’ for pur-
poses of paragraph (1), the Commission shall
consider whether a person has, through edu-
cation and experience as a public accountant
or auditor or principal financial officer,
comptroller, or principal accounting officer
of a registered investment company, or from
a position involving the performance of simi-
lar functions—

““(A) an understanding of generally accept-
ed accounting principles and financial state-
ments; and

‘‘(B) experience in the preparation or au-
diting of financial statements of general
comparable registered investment compa-
nies.

‘“(3) DEADLINE FOR RULEMAKING.—Not later
than 180 days after the date of enactment of
the Mutual Fund Investor Confidence Res-
toration Act of 2003, the Commission shall
issue rules under paragraph (2).”.

(c) DEFINITION OF INTERESTED PERSON.—
Section 2(a)(19) of the Investment Company
Act of 1940 (15 U.S.C. 80a—2(a)(19)) is amend-
ed—

(1) in subparagraph (A)—

(A) in clause (iv), by striking ‘“‘two’’ and in-
serting ‘56’’; and

(B) by striking clause (vii) and inserting
the following:

‘‘(vii) any natural person who has served as
an officer or director, or as an employee
within the preceding 10 fiscal years, of an in-
vestment adviser or principal underwriter to
such registered investment company, or of
any entity controlling, controlled by, or
under common control with such investment
adviser or principal underwriter;

‘‘(viii) any natural person who has served
as an officer or director, or as an employee
within the preceding 10 fiscal years, of any
entity that has within the preceding 5 fiscal
years acted as a significant service provider
to such registered investment company, or of
any entity controlling, controlled by, or
under the common control with such service
provider; or

‘(ix) any natural person who is a member
of a class of persons that the Commission, by
rule or regulation, determines is unlikely to
exercise an appropriate degree of independ-
ence as a result of—

““(I) a material business relationship with
the investment company or an affiliated per-
son of such investment company;
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“(IT1) a close familial relationship with any
natural person who is an affiliated person of
such investment company; or

‘“(IIT) any other reason determined by the
Commission.”’; and

(2) in subparagraph (B)—

(A) in clause (iv), by striking ‘“‘two’’ and in-
serting *‘56”’; and

(B) by striking clause (vii) and inserting
the following:

‘‘(vii) any natural person who is a member
of a class of persons that the Commission, by
rule or regulation, determines is unlikely to
exercise an appropriate degree of independ-
ence as a result of—

“(I) a material business relationship with
such investment adviser or principal under-
writer or affiliated person of such invest-
ment adviser or principal underwriter;

““(IT) a close familial relationship with any
natural person who is an affiliated person of
such investment adviser or principal under-
writer; or

“(IIT) any other reason as determined by
the Commission.”.

(d) DEFINITION OF SIGNIFICANT SERVICE
PROVIDER.—Section 2(a) of the Investment
Company Act of 1940 (15 U.S.C. 80a-2(a)) is
amended by adding at the end the following:

¢¢(63) SIGNIFICANT SERVICE PROVIDER.—

‘“(A) IN GENERAL.—Not later than 180 days
after the date of enactment of the Mutual
Fund Investor Confidence Restoration Act of
2003, the Securities and Exchange Commis-
sion shall issue final rules defining the term
‘significant service provider’.

‘(B) REQUIREMENTS.—The definition devel-
oped under paragraph (1) shall include, at a
minimum, the investment adviser and prin-
cipal underwriter of a registered investment
company for purposes of paragraph (19).”.
SEC. 202. AUDIT COMMITTEE REQUIREMENTS

FOR INVESTMENT COMPANIES.

(a) AMENDMENTS.—Section 32 of the Invest-
ment Company Act of 1940 (15 U.S.C. 80a-31)
is amended—

(1) in subsection (a)—

(A) by striking paragraphs (1) and (2) and
inserting the following:

‘(1) such accountant shall have been se-
lected at a meeting held within 30 days be-
fore or after the beginning of the fiscal year
or before the annual meeting of stockholders
in that year by the vote, cast in person, of a
majority of the members of the audit com-
mittee of such registered company;

‘“(2) such selection shall have been sub-
mitted for ratification or rejection at the
next succeeding annual meeting of stock-
holders if such meeting be held, except that
any vacancy occurring between annual meet-
ings, due to the death or resignation of the
accountant, may be filled by the vote of a
majority of the members of the audit com-
mittee of such registered company, cast in
person at a meeting called for the purpose of
voting on such action;”’; and

(B) by adding at the end the following new
sentence: ‘“The Commission, by rule, regula-
tion, or order, may exempt a registered man-
agement company or registered face-amount
certificate company subject to this sub-
section from the requirement in paragraph
(1) that the votes by the members of the
audit committee be cast at a meeting in per-
son when such a requirement is impracti-
cable, subject to such conditions as the Com-
mission may require.’’; and

(2) by adding at the end the following:

“(d) AupIT COMMITTEE REQUIREMENTS.—

(1) REQUIREMENTS AS PREREQUISITE TO FIL-
ING FINANCIAL STATEMENTS.—Any registered
management company or registered face-
amount certificate company that files with
the Commission any financial statement
signed or certified by an independent public
accountant shall comply with the require-
ments of paragraphs (2) through (6) of this

CONGRESSIONAL RECORD — SENATE

subsection and any rule or regulation of the
Commission issued thereunder.

‘(2) RESPONSIBILITY RELATING TO INDE-
PENDENT PUBLIC ACCOUNTANTS.—The audit
committee of the registered company, in its
capacity as a committee of the board of di-
rectors, shall be directly responsible for the
appointment, compensation, and oversight of
the work of any independent public account-
ant employed by such registered company
(including resolution of disagreements be-
tween management and the auditor regard-
ing financial reporting) for the purpose of
preparing or issuing the audit report or re-
lated work, and each such independent pub-
lic accountant shall report directly to the
audit committee.

¢‘(3) INDEPENDENCE.—

‘“(A) IN GENERAL.—Each member of the
audit committee of the registered company
shall be a member of the board of directors
of the company, and shall otherwise be inde-
pendent.

‘“(B) CRITERIA.—In order to be considered
to be independent for purposes of this para-
graph, a member of an audit committee of a
registered company may not, other than in
his or her capacity as a member of the audit
committee, the board of directors, or any
other board committee—

‘“(i) accept any consulting, advisory, or
other compensatory fee from the registered
company or the investment adviser or prin-
cipal underwriter of the registered company;
or

‘“(ii) be an ‘interested person’ of the reg-
istered company, as such term is defined in
section 2(a)(19).

‘“(4) COMPLAINTS.—The audit committee of
the registered company shall establish pro-
cedures for—

‘“(A) the receipt, retention, and treatment
of complaints received by the registered
company regarding accounting, internal ac-
counting controls, or auditing matters; and

‘(B) the confidential, anonymous submis-
sion by employees of the registered company
and its investment adviser or principal un-
derwriter of concerns regarding questionable
accounting or auditing matters.

““(6) AUTHORITY TO ENGAGE ADVISERS.—The
audit committee of the registered company
shall have the authority to engage inde-
pendent counsel and other advisers, as it de-
termines necessary to carry out its duties.

‘“(6) FUNDING.—The registered company
shall provide appropriate funding, as deter-
mined by the audit committee, in its capac-
ity as a committee of the board of directors,
for payment of compensation—

““(A) to the independent public accountant
employed by the registered company for the
purpose of rendering or issuing the audit re-
port; and

‘“(B) to any advisers employed by the audit
committee under paragraph (5).

“(7TYy AUDIT COMMITTEE.—For purposes of
this subsection, the term ‘audit committee’
means—

““(A) a committee (or equivalent body) es-
tablished by and among the board of direc-
tors of a registered investment company for
the purpose of overseeing the accounting and
financial reporting processes of the company
and audits of the financial statements of the
company; and

‘(B) if no such committee exists with re-
spect to a registered investment company,
the entire board of directors of the com-
pany.”’.

(b) CONFORMING AMENDMENT.—Section
10A(m) (15 U.S.C. 78j-1(m)) of the Securities
Exchange Act of 1934 is amended by adding
at the end the following:

“(7T) EXEMPTION FOR INVESTMENT COMPA-
NIES.—Effective 1 year after the date of en-
actment of the Mutual Fund Investor Con-
fidence Restoration Act of 2003, for purposes

S16019

of this subsection, the term ‘issuer’ shall not
include any investment company that is reg-
istered under section 8 of the Investment
Company Act of 1940.”.

(¢) IMPLEMENTATION.—

(1) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall
issue final regulations to carry out section
32(d) of the Investment Company Act of 1940,
as added by subsection (a) of this section.

(2) INCENTIVES.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall,
by rule, establish—

(A) a program of incentives to encourage
the filing of meritorious complaints under
section 32(d)(4)(A) of the Investment Com-
pany Act of 1940; and

(B) appropriate penalties for the willful fil-
ing of materially false complaints under
such section.

SEC. 203. INFORMING DIRECTORS
CANT DEFICIENCIES.

Section 42 of the Investment Company Act
of 1940 (15 U.S.C. 80a-41) is amended by add-
ing at the end the following:

¢“(f) INFORMING DIRECTORS OF SIGNIFICANT
DEFICIENCIES.—

‘(1) IN GENERAL.—If the report of an in-
spection by the Commission of a registered
investment company identifies significant
deficiencies in the operations of such com-
pany, or of its investment adviser or prin-
cipal underwriter, the company shall provide
such report to the directors of such com-
pany.

‘“(2) DISCLOSURE OF DEFICIENCIES.—The
Commission shall, on an annual basis, review
all inspection reports of registered invest-
ment companies and publicly disclose the 10
most common deficiencies cited in those re-
ports.”.

SEC. 204. CERTIFICATION BY CHAIRMAN AND
CHIEF COMPLIANCE OFFICER.

(a) IN GENERAL.—Subsection (j) of section
17 of the Investment Company Act of 1940 (15
U.S.C. 80a-17(j)), as amended by section 301 of
this Act, is amended by adding at the end
the following:

‘(4) CERTIFICATION BY CHAIRMAN.—The
rules and regulations established under para-
graph (1) shall require the chairman of the
board of directors of each registered open-
end investment company to certify, in the
periodic report to shareholders, or other ap-
propriate disclosure document, that—

‘““(A) procedures are in place for verifying
that the determination of current net asset
value of any redeemable security issued by
the company used in computing periodically
the current price for the purpose of purchase,
redemption, and sale complies with the re-
quirements of the Investment Company Act
of 1940 and the rules and regulations there-
under, and the company is in compliance
with such procedures;

‘(B) procedures are in place for the over-
sight of the flow of funds into and out of the
securities of the company, and the company
is in compliance with such procedures;

‘(C) procedures are in place to ensure that
investors are receiving any applicable dis-
counts on front-end sales loads that are dis-
closed in the company’s prospectus;

‘(D) procedures are in place to ensure that,
if the company’s shares are offered as dif-
ferent classes of shares, such classes are de-
signed in the interests of investors, and
could reasonably be an appropriate invest-
ment option for an investor;

‘“‘(E) procedures are in place to ensure that
information about the company’s portfolio
securities is not disclosed in violation of the
securities laws or the company’s code of eth-
ics;
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“(F) the members of the board of directors
who are not interested persons of the com-
pany have reviewed and approved the com-
pensation of the company’s portfolio man-
ager in connection with their consideration
of the investment advisory contract under
section 15(c);

‘(G) the company has established and en-
forces a code of ethics as required by para-
graph (2) of this subsection;

‘““(H) the company is in compliance with
the additional requirements of paragraph (3)
of this subsection;

‘“(I) the report submitted to the board of
directors under section 15(g)(1) is complete
and accurate; and

‘“(J) the board of directors has fulfilled its
obligations under section 15(g)(2).”

¢“(5) CERTIFICATION BY CHIEF COMPLIANCE
OFFICER.—The rules and regulations estab-
lished under paragraph (1) shall require the
chief compliance officer of each registered
open-end investment company to certify, on
an annual basis, that—

‘““(A) appropriate internal controls are in
place for the review required under subpara-
graphs (A) through (H) of paragraph (4); and

‘“(B) such internal controls have been re-
viewed, and determined to reasonably
achieve their stated purpose, by the chief
compliance officer.

‘(6) REVIEW OF ADVISORY CONTRACTS.—The
rules and regulations established under para-
graph (1) shall require that the chairman of
the board of directors and the chief compli-
ance officer of a registered open-end invest-
ment company certify, on an annual basis,
that any advisory contract entered into by
the company and associated management
fees have been negotiated and are in the best
interests of the company.”.

(b) DEADLINE FOR RULES.—Not later than 90
days after the date of enactment of this Act,
the Securities and Exchange Commission
shall prescribe—

(1) rules to implement subsection (a); and

(2) minimum standards for compliance
with the certification requirements of para-
graphs (4) and (5) of section 17(j) of the In-
vestment Company Act of 1940 (15 U.S.C. 80a-
17(3)).

TITLE III—PREVENTING ABUSIVE
MUTUAL FUND PRACTICES
SEC. 301. PREVENTION OF FRAUD; INTERNAL
COMPLIANCE AND CONTROL PROCE-
DURES.

(a) AMENDMENT.—Subsection (j) of section
17 of the Investment Company Act of 1940 (15
U.S.C. 80a-17(j)) is amended to read as fol-
lows:

‘“(j) DETECTION
FRAUD.—

‘(1) COMMISSION RULES TO PROHIBIT FRAUD,
DECEPTION, AND MANIPULATION.—It shall be
unlawful for any affiliated person of or prin-
cipal underwriter for a registered investment
company or any affiliated person of an in-
vestment adviser of or principal underwriter
for a registered investment company, to en-
gage in any act, practice, or course of busi-
ness in connection with the purchase or sale,
directly or indirectly, by such person of any
security held or to be acquired by such reg-
istered investment company, or any security
issued by such registered investment com-
pany or by an affiliated registered invest-
ment company, in contravention of such
rules and regulations as the Commission
may adopt to define, and prescribe means
reasonably necessary to prevent, such acts,
practices, or courses of business as are fraud-
ulent, deceptive, or manipulative.

‘“(2) CODES OF ETHICS.—The rules and regu-
lations established under paragraph (1) shall
include requirements for the adoption of
codes of ethics by registered investment
companies and investment advisers of, and
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principal underwriters for, such investment
companies establishing such standards as are
reasonably necessary to prevent such acts,
practices, or courses of business. Such rules
and regulations shall require each such reg-
istered investment company to disclose such
codes of ethics (and any changes therein) in
the periodic report to shareholders of such
company, and to disclose such code of ethics
and any waivers and material violations
thereof on a readily accessible electronic
public information facility of such company
and in such additional form and manner as
the Commission shall require by rule or reg-
ulation.

‘“(3) ADDITIONAL COMPLIANCE PROCEDURES.—
The rules and regulations established under
paragraph (1) shall—

‘“(A) require each investment company and
investment adviser registered with the Com-
mission to adopt and implement policies and
procedures reasonably designed to prevent
violation of the Securities Act of 1933 (156
U.S.C. 78a et seq.), the Securities Exchange
Act of 1934 (15 U.S.C. 78a et seq.), the Sar-
banes-Oxley Act of 2002 (156 U.S.C. 7201 et
seq.), the Trust Indenture Act of 1939 (15
U.S.C. TTaaa et seq.), the Investment Com-
pany Act of 1940 (15 U.S.C. 80a-1 et seq.), the
Investment Advisers Act of 1940 (15 U.S.C.
80b et seq.), the Securities Investor Protec-
tion Act of 1970 (15 U.S.C. 78aaa et seq.), sub-
chapter II of chapter 53 of title 31, United
States Code, chapter 2 of title I of Public
Law 91-508 (12 U.S.C. 1951 et seq.), or section
21 of the Federal Deposit Insurance Act (12
U.S.C. 1829b);

‘(B) require each such company and ad-
viser to review such policies and procedures
annually for their adequacy and the effec-
tiveness of their implementation;

“(C) require each such company to appoint
a chief compliance officer to be responsible
for overseeing such policies and procedures,
ensuring that the practices of the company
adhere to those policies and procedures, and
promote the interest of shareholders—

‘(i) whose compensation shall be approved
by the members of the board of directors of
the company who are not interested persons
of such company;

‘“(ii) who shall report directly to the mem-
bers of the board of directors of the company
who are not interested persons of such com-
pany, privately as such members request,
but no less frequently than annually; and

‘‘(iii) whose report to such members shall
include any violations or waivers of, and any
other significant issues arising under, such
policies and procedures; and

‘(D) require each such company to estab-
lish policies and procedures reasonably de-
signed to protect any officer, director, em-
ployee, contractor, subcontractor, or agent
of such company from retaliation, including
discharge, demotion, suspension, harass-
ment, or any other manner of discrimination
in the terms and conditions of employment,
because of any lawful act done by such offi-
cer, director, employee, contractor, subcon-
tractor, or agent to provide information,
cause information to be provided, or other-
wise assist in an investigation that relates
to any conduct which such officer, director,
employee, contractor, subcontractor, or
agent reasonably believes constitutes a vio-
lation of the securities laws or the code of
ethics of such investment company.”’.

(b) DEADLINE FOR RULES.—Not later than 90
days after the date of enactment of this Act,
the Securities and Exchange Commission
shall prescribe rules to implement sub-
section (a).

SEC. 302. BAN ON JOINT MANAGEMENT OF MU-
TUAL FUNDS AND HEDGE FUNDS.

(a) AMENDMENT.—Section 15 of the Invest-

ment Company Act of 1940 (15 U.S.C. 80a-15)
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is further amended by adding at the end the
following:

“‘(h) BAN ON JOINT MANAGEMENT OF MUTUAL
FUNDS AND HEDGE FUNDS.—

‘(1) PROHIBITION OF JOINT MANAGEMENT.—It
shall be unlawful for any individual to serve
or act as the portfolio manager or invest-
ment adviser of a registered open-end invest-
ment company if such individual also serves
or acts as the portfolio manager or invest-
ment adviser of an investment company that
is not registered, or of such other categories
of companies as the Commission shall pre-
scribe by rule in order to prohibit conflicts
of interest, such as conflicts in the selection
of the portfolio securities.

‘“(2) EXCEPTIONS.—Notwithstanding para-
graph (1), the Commission may, by rule, reg-
ulation, or order, permit joint management
by a portfolio manager in exceptional cir-
cumstances when necessary to protect the
interest of investors, provided that such
rule, regulation, or order requires—

‘“(A) enhanced disclosure by the registered
open-end investment company to investors
of any conflicts of interest raised by such
joint management; and

‘(B) fair and equitable policies and proce-
dures for the allocation of securities to the
portfolios of the jointly managed companies,
and certification by the members of the
board of directors who are not interested
persons of such registered open-end invest-
ment company, in the periodic report to
shareholders, or other appropriate disclosure
document, that such policies and procedures
of such company are fair and equitable.

‘(3) DEFINITION.—For purposes of this sub-
section, the term ‘portfolio manager’ means
the individual or individuals who are des-
ignated as responsible for decision-making in
connection with the securities purchased and
sold on behalf of a registered open-end in-
vestment company, but shall not include in-
dividuals who participate only in making re-
search recommendations or executing trans-
actions on behalf of such company.”’.

(b) DEADLINE FOR RULES.—The Securities
and Exchange Commission shall prescribe
rules to implement the amendment made by
subsection (a) of this section within 90 days
after the date of enactment of this Act.

SEC. 303. RESTRICTIONS ON SHORT TERM TRAD-
ING AND MANDATORY REDEMPTION
FEES.

(a) SHORT TERM TRADING PROHIBITED.—Sec-
tion 17 of the Investment Company Act of
1940 (15 U.S.C. 80a-17) is amended by adding
at the end the following:

“(k) SHORT TERM TRADING PROHIBITED.—It
shall be unlawful for any officer, director,
partner, or employee of a registered invest-
ment company, any affiliated person, invest-
ment adviser, or principal underwriter of
such company, or any officer, director, part-
ner, or employee of such an affiliated person,
investment adviser, or principal underwriter,
to engage in short-term transactions, as
such term is defined by the Commission by
rule, in any securities of which such com-
pany, or any affiliate of such company, is the
issuer, except that this subsection shall not
prohibit transactions in money market
funds, other funds the investment policy of
which expressly permits short-term trans-
actions, or such other categories of reg-
istered investment companies as the Com-
mission shall specify by rule.”.

(b) MANDATORY REDEMPTION FEES.—Not
later than 180 days after the date of enact-
ment of this Act, the Securities and Ex-
change Commission shall, by rule, require
that any investment company that does not
allow for market timing practices to charge
a redemption fee upon the short-term re-
demption of any securities of such company.

(c) DEADLINE FOR RULES.—Not later than
180 days after the date of enactment of this
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Act, the Securities and Exchange Commis-
sion shall prescribe rules to implement the
amendment made by subsection (a) of this
section.

SEC. 304. ELIMINATION OF STALE PRICES.

(a) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall
prescribe, by rule or regulation, standards
concerning the obligation of registered open-
end investment companies under the Invest-
ment Company Act of 1940 to apply and use
fair value methods of determination of net
asset value when market quotations are un-
available or do not accurately reflect the
fair market value of the companies’ portfolio
securities, in order to prevent dilution of the
interests of long-term investors or as nec-
essary in the other interests of investors.
Such rule or regulation shall identify, in ad-
dition to significant events, the conditions
or circumstances from which such obligation
will arise, such as the need to value securi-
ties traded on foreign exchanges, and the
methods by which fair value methods shall
be applied in such events, conditions, and
circumstances.

(b) FORMAL POLICIES AND PROCEDURES.—

(1) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall,
by rule or regulation—

(A) require that each registered open-end
investment company and registered invest-
ment advisor establish formal policies with
respect to compliance with the regulations
established under subsection (a);

(B) require such policies to be publicly dis-
closed to shareholders;

(C) require the adoption of internal proce-
dures to ensure compliance with such poli-
cies;

(D) require that such policies be subject to
ongoing review by the company or invest-
ment adviser; and

(E) require, on an annual basis, a certifi-
cation by the chief executive officer of the
company or investment adviser that such
policies are being adhered to.

(2) CHANGES TO POLICIES.—Any policies
adopted by a registered open-end company or
registered investment adviser under para-
graph (1) shall not be altered without the
prior approval of a majority of the share-
holders of such company or adviser.

SEC. 305. FORMAL POLICIES AND PROCEDURES
RELATED TO MARKET TIMING.

(a) IN GENERAL.—Not later than 180 days
after the date of enactment of this Act, the
Securities and Exchange Commission shall,
by rule—

(1) require that each registered open-end
investment company and registered invest-
ment advisor establish formal policies with
respect to whether it permits market timing
and short term trading, and under what cir-
cumstances such practices will be permitted;

(2) require such policies to be publicly dis-
closed in any prospectus delivered by the
company or investment advisor;

(3) require the adoption of internal proce-
dures reasonably designed to ensure compli-
ance with such policies;

(4) require that such policies be subject to
ongoing review by the company or invest-
ment advisor; and

(5) require, on an annual basis, a certifi-
cation by the chief executive officer of the
investment adviser, and chairman of the
board of directors and chief compliance offi-
cer of the company that such policies are
being adhered too by the investment adviser
or the company.

SEC. 306. PREVENTION OF LATE TRADES.

(a) ADDITIONAL RULES REQUIRED.—Not
later than 180 days after the date of enact-
ment of this Act, the Securities and Ex-
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change Commission shall issue rules to pre-
vent transactions in the securities of any
registered open-end investment company in
violation of section 22 of the Investment
Company Act of 1940 (15 U.S.C. 80a-22), in-
cluding after-hours trades that are executed
at a price based on a net asset value that was
determined as of a time prior to the actual
execution of the transaction.

(b) TRADES COLLECTED
MEDIARIES.—

(1) IN GENERAL.—The rules established
under subsection (a) shall permit execution
of after-hours trades that are provided to the
registered open-end investment company by
a broker-dealer, retirement plan adminis-
trator, insurance company, or other inter-
mediary, after the time as of which such net
asset value was determined, if the late trad-
ing and detection procedures and policies of
such intermediary are subject to inspection
by the Commission (in this subsection, a
“‘permitted intermediary’’).

(2) RULES.—The Commission, by
shall—

(A) require each permitted intermediary to
certify that it has policies and procedures in
place to prevent and detect late-trades, and
that such policies have been adhered too by
the permitted intermediary;

(B) require each permitted intermediary to
submit an independent annual audit
verifying that its policies and procedures do
not permit the acceptance of late order trad-
ing; and

(C) provide that any intermediary that is
not a permitted intermediary shall be re-
quired to submit all transactions to the
open-end investment company before the de-
termination of the related net asset value.
SEC. 307. DISCLOSURE OF INSIDER TRANS-

ACTIONS.

Not later than 180 days after the date of
enactment of this Act, the Securities and
Exchange Commission shall, by rule, re-
quire—

(1) that any senior executive officer of an
open-end management investment company
publicly disclose, prior to the actual time of
purchase, any intended sale or purchase of
securities of an open-end management in-
vestment company that employs the same
investment adviser as the company with
whom such senior executive officer is em-
ployed; and

(2) that any such securities purchased be
held by the senior executive officer for not
less than 6 months.

TITLE IV—STRENGTHENING MUTUAL
FUND INDUSTRY OVERSIGHT

SEC. 401. STUDY OF MUTUAL FUND OVERSIGHT
BOARD.

(a) IN GENERAL.—The General Accounting
Office shall conduct a study to determine the
feasibility of, and assess what, if any, bene-
fits to shareholders, mutual fund governance
and mutual fund supervision would result
from establishing a Mutual Fund Oversight
Board that would—

(1) have inspection, examination, and en-
forcement authority over mutual fund
boards of directors;

(2) be funded by assessments against mu-
tual fund assets or management fees;

(3) have members selected by Commission;
and

(4) have rulemaking authority.

(b) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Gen-
eral Accounting Office shall submit a report
on the study required under paragraph (1)
to—

(1) the Committee on Banking, Housing,
and Urban Affairs of the Senate; and

(2) the Committee on Financial Services of
the House of Representatives.

BY INTER-

rule,
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SEC. 402. STUDY OF COORDINATION
FORCEMENT EFFORTS.

(a) IN GENERAL.—The General Accounting
Office shall conduct a study of the coordina-
tion of enforcement efforts related to allega-
tions of misconduct by open-end manage-
ment companies between the headquarters of
the Securities and Exchange Commission,
the regional offices of the Commission, and
appropriate State regulatory and law en-
forcement entities, such as State attorney
generals and the North American Securities
Administrators Association.

(b) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Gen-
eral Accounting Office shall submit a report
on the study required under subsection (a) to
Congress.

SEC. 403. REVIEW OF COMMISSION RESOURCES.

(a) IN GENERAL.—The Securities and Ex-
change Commission shall conduct a study on
the allocation and adequacy of the super-
vision and enforcement resources of the
Commission dedicated to the oversight of
open-end management companies.

(b) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Secu-
rities and Exchange Commission shall sub-
mit a report on the study required under
subsection (a) to—

(1) the Committee on Banking, Housing,
and Urban Affairs of the Senate; and

(2) the Committee on Financial Services of
the House of Representatives.

SEC. 404. COMMISSION STUDY AND REPORT REG-
ULATING SOFT DOLLAR ARRANGE-
MENTS.

(a) STUDY REQUIRED.—

(1) IN GENERAL.—The Commission shall
conduct a study of the use of soft dollar ar-
rangements by investment advisers as con-
templated by section 28(e) of the Securities
Exchange Act of 1934 (15 U.S.C. 78bb(e)).

(2) AREAS OF CONSIDERATION.—The study
required by this section shall examine—

(A) the trends in the average amounts of
soft dollar commissions paid by investment
advisers and investment companies in the
past 3 years;

(B) the types of services provided through
soft dollar arrangements;

(C) the benefits and disadvantages of the
use of soft dollars for investors, including
the extent to which use of soft dollar ar-
rangements affects the ability of mutual
fund investors to evaluate and compare the
expenses of different mutual funds;

(D) the potential or actual conflicts of in-
terest (or both potential and actual con-
flicts) created by soft dollar arrangements,
including whether certain potential conflicts
are being managed effectively by other laws
and regulations specifically addressing those
situations, the role of the board of directors
in managing these potential or actual (or
both) conflicts, and the effectiveness of the
board in this capacity;

(E) the transparency of such soft dollar ar-
rangements to investment company share-
holders and investment advisory clients of
investment advisers, the extent to which en-
hanced disclosure is necessary or appropriate
to enable investors to better understand the
impact of these arrangements, and an assess-
ment of whether the cost of any enhanced
disclosure or other regulatory change would
result in benefits to the investor; and

(F) whether such section 28(e) should be
modified, and whether other regulatory or
legislative changes should be considered and
adopted to benefit investors.

(b) REPORT REQUIRED.—Not later than 1
year after the date of enactment of this Act,
the Commission shall submit a report on the
study required by subsection (a) to the Com-
mittee on Financial Services of the House of
Representatives and the Committee on
Banking, Housing, and Urban Affairs of the
Senate.

OF EN-
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SEC. 405. REPORT ON ADEQUACY OF REGU-
LATORY RESPONSE TO LATE TRAD-
ING AND MARKET TIMING.

(a) REPORT REQUIRED.—Not later than 180
days after the date enactment of this Act,
the Securities and Exchange Commission
shall submit a report to the Committee on
Financial Services of the House of Rep-
resentatives and the Committee on Banking,
Housing, and Urban Affairs of the Senate on
market timing and late trading of mutual
funds.

(b) REQUIRED CONTENTS OF REPORT.—The
report required by this section shall include
the following:

(1) The economic harm of market timing
and late trading of mutual fund shares on
long-term mutual fund shareholders.

(2) The findings by the Commission’s Office
of Compliance, Inspections and Examina-
tions, and the actions taken by the Commis-
sion’s Division of Enforcement, regarding—

(A) illegal late trading practices;

(B) illegal market timing practices; and

(C) market timing practices that are not in
violation of prospectus disclosures.

(3) When the Commission became aware
that the use of market timing practices was
harming long-term shareholders, and the cir-
cumstances surrounding the Commission’s
discovery of that activity.

(4) The steps the Commission has taken
since becoming aware of market timing
practices to protect long-term mutual fund
investors.

(5) Any additional legislative or regulatory
action that is necessary to protect long-term
mutual fund shareholders against the detri-
mental effects of late trading and market
timing practices.

SEC. 406. STUDY OF ARBITRATION CLAIMS.

(a) STUDY REQUIRED.—The Securities and
Exchange Commission shall conduct a study
of the increased rate of arbitration claims
and decisions involving mutual funds since
1995 for the purposes of identifying trends in
arbitration claim rates and, if applicable,
the causes of such increased rates and the
means to avert such causes.

(b) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Secu-
rities and Exchange Commission shall sub-
mit a report on the study required by sub-
section (a) to the Committee on Financial
Services of the House of Representatives and
the Committee on Banking, Housing, and
Urban Affairs of the Senate.

TITLE V—PROMOTING SHAREHOLDER

LITERACY
SEC. 501. FINANCIAL LITERACY AMONG MUTUAL
FUND INVESTORS STUDY.

(a) IN GENERAL.—The Securities and Ex-
change Commission shall conduct a study to
identify—

(1) the existing level of financial literacy
among investors that purchase shares of
open-end companies, as such term is defined
under section 5 of the Investment Company
Act of 1940, that are registered under section
8 of such Act;

(2) the most useful and understandable rel-
evant information that investors need to
make sound financial decisions prior to pur-
chasing such shares;

(3) methods to increase the transparency of
expenses and potential conflicts of interest
in transactions involving the shares of open-
end companies;

(4) the existing private and public efforts
to educate investors; and

(5) a strategy to increase the financial lit-
eracy of investors that results in a positive
change in investor behavior.

(b) REPORT.—Not later than 1 year after
the date of enactment of this Act, the Secu-
rities and Exchange Commission shall sub-
mit a report on the study required under
subsection (a) to—
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(1) the Committee on Banking, Housing,
and Urban Affairs of the Senate; and

(2) the Committee on Financial Services of
the House of Representatives.

By Mrs. BOXER:

S. 1972. A bill to amend the Internal
Revenue Code of 1986 to provide for a
tax credit for small employer-based
health insurance coverage in States in
which such coverage is mandated, and
for other purposes; to the Committee
on Finance.

Mrs. BOXER. Mr. President, today, 1
am introducing the ‘‘Small Business
State Mandated Health Insurance As-
sistance Act.”

The legislation would provide a tax
credit to small businesses in states
where the law mandates that they pro-
vide health insurance to their employ-
ees. The credit would be for 50 percent
of the amount the employer spends
providing health insurance for his or
her employees.

In California 6.4 million people are
uninsured. That’s more than 18 percent
of the state. To deal with the issue, the
state legislature recently passed a law
mandating that employers provide
their workers with health insurance.

Many smaller businesses have told
me that they do not object to the law
itself, but that they will have a hard
time financially complying with the
mandate—especially in these tough
economic times. Furthermore, there is
concern that neighboring States with-
out such a mandate will recruit our
small businesses entrepreneurs to move
to their states where they would not
have to provide insurance for their
workers.

While businesses can currently de-
duct from federal taxes, as costs of
doing businesses, the costs of the
health insurance provided to their em-
ployees, this assistance is simply not
large enough to provide the help that
small businesses truly need. That is
why I am introducing this bill today. I
encourage my colleagues to join me in
this effort.

By Mr. DASCHLE:

S. 1974. A bill to make improvements
to the Medicare Prescriptions Drug,
Improvement, and Modernization Act
of 2003; to the Committee on Finance.

Mr. DASCHLE. Mr. President, by
adopting the Medicare Conference Re-
port today, the Senate has done great
harm to one of our most successful and
important social programs. As I have
said over the past week, I believe that
this will not be the end of the issue. I
believe this is just the end of the first
chapter.

And I predict that the call from bene-
ficiaries and future beneficiaries to re-
pair this damage will be so loud that
Congress will be compelled to act. We
are hearing already from seniors in
South Dakota and all across the coun-
try. For that reason, I am introducing
today the Medicare Preservation and
Drug Price Fairness Act. It is only a
first step in addressing some of the
many problems in the Republican
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Medicare bill—but it is an important
step.

This summer, the Senate passed a
prescription drug bill. It was not per-
fect. But it was a start at providing the
most necessary reform  Medicare
needs—covering prescription drugs for
the program’s 41 million beneficiaries.
And I reluctantly supported it.

What came back from the Conference
was no longer a bill to add a drug ben-
efit to Medicare. It was a vehicle for
Republicans to harm Medicare under
the guise of ‘‘reforms.”

I am introducing a bill today to ad-
dress some of the main weaknesses in
the Conference bill. It will not be the
last of these bills introduced. And it
does not repair all of the damage done
to Medicare by the Conference bill.

The bill I introduce today is simply
an initial effort to carve out some of
the more egregious provisions of the
Conference bill. It does not address the
critical issues of the 2.7 million retir-
ees who will lose their good coverage or
the 6 million of the lowest-income sen-
iors who will be worse off than they are
now. It does not address the inad-
equacy of the drug benefit itself. We
will come back to those issues in the
near future.

The Medicare Preservation and Drug
Price Fairness Act is a start toward
righting the wrongs done to Medicare
today. It repeals the language in the
Republican bill that prohibits Medicare
from negotiating lower prices on behalf
of beneficiaries. It repeals the highly
controversial ‘‘premium support’’ dem-
onstration projects that would force
beneficiaries who do not want to join
an HMO to pay higher premiums. It en-
sures that the guaranteed Medicare
fallback is triggered whenever there
are not two stand-alone drug plans
available in an area so that seniors are
not forced to join an HMO if the one
that is available to them is priced too
high. It repeals the $12 billion slush
fund giveaway to HMOs and the $6 bil-
lion tax shelters for the wealthy and
healthy. And, unlike the Republican
bill, it allows Americans to obtain US-
made drugs at lower prices safely from
other industrialized countries.

I noted earlier today when we voted
on the Conference Report that there
were few, if any, seniors looking on ex-
pectantly from the gallery. And in fact,
we have heard from them in large num-
bers that they do not support the Con-
ference bill. In contrast, the lobbies
were full of well-tailored lobbyists—
and the big drug companies and the
HMOs are the ones celebrating the pas-
sage of the Conference bill. The Repub-
licans got it backwards. The Medicare
Preservation and Drug Price Fairness
Act is a first step toward the bill Con-
gress should have passed—a bill that
truly benefits America’s seniors.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1974

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,
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SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Medicare
Preservation and Drug Price Fairness Act”.
SEC. 2. AUTHORITY TO NEGOTIATE PRICES.

Subsection (i) of section 1860D-11, as added
by section 101 of the Medicare Prescription
Drug, Improvement, and Modernization Act
of 2003, is repealed.

SEC. 3. REPEAL OF COMPARATIVE COST ADJUST-
MENT (CCA) PROGRAM.

Subtitle E of title II of the Medicare Pre-
scription Drug, Improvement, and Mod-
ernization Act of 2003, and the amendments
made by such subtitle, are repealed.

SEC. 4. PHARMACEUTICAL MARKET ACCESS.

(a) IMPORTATION OF PRESCRIPTION DRUGS.—
Section 804 of the Federal Food, Drug, and
Cosmetic Act (21 U.S.C. 384) is amended—

(1) in subsection (a)—

(A) by striking ‘““The Secretary’” and in-
serting ‘‘Not later than 180 days after the
date of the enactment of the Medicare Pre-
scription Drug, Improvement, and Mod-
ernization Act of 2003, the Secretary’’; and

(B) by striking ‘‘pharmacists and whole-
salers’” and inserting ‘‘pharmacists, whole-
salers, and qualifying individuals’’;

(2) in subsection (b)—

(A) by amending paragraph (1) to read as
follows:

‘(1) require that each covered product im-
ported pursuant to such subsection complies
with sections 501, 502, and 505, and other ap-
plicable requirements of this Act; and’’;

(B) in paragraph (2), by striking *‘, includ-
ing subsection (d); and” and inserting a pe-
riod; and

(C) by striking paragraph (3);

(3) in subsection (c¢), by inserting ‘‘by phar-
macists and wholesalers (but not qualifying
individuals)”’ after ‘“‘importation of covered
products’’;

(4) in subsection (d)—

(A) by striking paragraphs (3) and (10);

(B) in paragraph (5), by striking ‘¢, includ-
ing the professional license number of the
importer, if any’’;

(C) in paragraph (6)—

(i) in subparagraph (C), by inserting ‘‘(if re-
quired under subsection (e))’’ before the pe-
riod;

(ii) in subparagraph (D), by inserting ‘‘(if
required under subsection (e))’’ before the pe-
riod; and

(iii) in subparagraph (E), by striking ‘‘la-
beling”’;

(D) in paragraph (7)—

(i) in subparagraph (A), by inserting ‘‘(if
required under subsection (e))’’ before the pe-
riod; and

(ii) by amending subparagraph (B) to read
as follows:

‘(B) Certification from the importer or
manufacturer of such product that the prod-
uct meets all requirements of this Act.””; and

(E) by redesignating paragraphs (4)
through (9) as paragraphs (3) through (8), re-
spectively;

(5) by amending subsection (e) to read as
follows:

‘‘(e) TESTING.—

‘(1) IN GENERAL.—Subject to paragraph (2),
regulations under subsection (a) shall re-
quire that testing referred to in paragraphs
(5) through (7) of subsection (d) be conducted
by the importer of the covered product, un-
less the covered product is a prescription
drug subject to the requirements of section
505B for counterfeit-resistant technologies.

‘‘(2) EXCEPTION.—The testing requirements
of paragraphs (5) through (7) of subsection (d)
shall not apply to an importer unless the im-
porter is a wholesaler.”’;

(6) in subsection (f), by striking ‘‘or des-
ignated by the Secretary, subject to such
limitations as the Secretary determines to
be appropriate to protect the public health’’;

CONGRESSIONAL RECORD — SENATE

(7) in subsection (g)—

(A) by striking ‘‘counterfeit or’’; and

(B) by striking ‘‘and the Secretary deter-
mines that the public is adequately pro-
tected from counterfeit and violative cov-
ered products being imported pursuant to
subsection (a)’’;

(8) in subsection (i)(1)—

(A) by amending subparagraph (A) to read
as follows:

‘“(A) IN GENERAL.—The Secretary shall con-
duct, or contract with an entity to conduct,
a study on the imports permitted pursuant
to subsection (a), including consideration of
the information received under subsection
(d). In conducting such study, the Secretary
or entity shall evaluate the compliance of
importers with regulations under subsection
(a), and the incidence of shipments pursuant
to such subsection, if any, that have been de-
termined to be misbranded or adulterated,
and determine how such compliance con-
trasts with the incidence of shipments of
prescription drugs transported within the
United States that have been determined to
be misbranded or adulterated.”’; and

(B) in subparagraph (B), by striking ‘‘Not
later than 2 years after the effective date of
final regulations under subsection (a),” and
inserting ‘‘Not later than 18 months after the
date of the enactment of the Medicare Pre-
scription Drug, Improvement, and Mod-
ernization Act of 2003,”’;

(9) in subsection (kK)(2)—

(A) by redesignating subparagraphs (D) and
(E) as subparagraphs (E) and (F), respec-
tively; and

(B) by inserting after subparagraph (C) the
following:

‘D) The term ‘qualifying individual’
means an individual who is not a pharmacist
or a wholesaler. *’; and

(10) by striking subsections (1) and (m).

(b) USE OF COUNTERFEIT-RESISTANT TECH-
NOLOGIES TO PREVENT COUNTERFEITING.—

(1) MISBRANDING.—Section 502 of the Fed-
eral Food, Drug, and Cosmetic Act (21 U.S.C.
352; deeming drugs and devices to be mis-
branded) is amended by adding at the end the
following:

‘“(w) If it is a drug subject to section 503(b),
unless the packaging of such drug complies
with the requirements of section 505B for
counterfeit-resistant technologies.”’.

(2) REQUIREMENTS.—Title V of the Federal
Food, Drug, and Cosmetic Act (21 U.S.C. 351
et seq.) is amended by inserting after section
505A the following:

“SEC. 505B. COUNTERFEIT-RESISTANT TECH-
NOLOGIES.

‘“‘(a) INCORPORATION OF COUNTERFEIT-RE-
SISTANT TECHNOLOGIES INTO PRESCRIPTION
DRUG PACKAGING.—The Secretary shall re-
quire that the packaging of any drug subject
to section 503(b) incorporate—

‘(1) overt optically variable counterfeit-re-
sistant technologies that are described in
subsection (b) and comply with the standards
of subsection (c); or

‘“(2) technologies that have an equivalent
function of security, as determined by the
Secretary.

“(b) ELIGIBLE TECHNOLOGIES.—Tech-
nologies described in this subsection—

‘(1) shall be visible to the naked eye, pro-
viding for visual identification of product
authenticity without the need for readers,
microscopes, lighting devices, or scanners;

‘“(2) shall be similar to that used by the
Bureau of Engraving and Printing to secure
United States currency;

‘(3) shall be manufactured and distributed
in a highly secure, tightly controlled envi-
ronment; and

‘“(4) should incorporate additional layers of
non-visible covert security features up to
and including forensic capability.

‘‘(c) STANDARDS FOR PACKAGING.—
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‘(1) MULTIPLE ELEMENTS.—For the purpose
of making it more difficult to counterfeit
the packaging of drugs subject to section
503(b), manufacturers of the drugs shall in-
corporate the technologies described in sub-
section (b) into multiple elements of the
physical packaging of the drugs, including
blister packs, shrink wrap, package labels,
package seals, bottles, and boxes.

‘(2) LABELING OF SHIPPING CONTAINER.—
Shipments of drugs described in subsection
(a) shall include a label on the shipping con-
tainer that incorporates the technologies de-
scribed in subsection (b), so that officials in-
specting the packages will be able to deter-
mine the authenticity of the shipment.
Chain of custody procedures shall apply to
such labels and shall include procedures ap-
plicable to contractual agreements for the
use and distribution of the labels, methods
to audit the use of the labels, and database
access for the relevant governmental agen-
cies for audit or verification of the use and
distribution of the labels.”.

(c) REPEAL.—Subtitle C of title XI of the
Medicare Prescription Drug, Improvement,
and Modernization Act of 2003, and the
amendments made by such subtitle, are re-
pealed.

SEC. 5. ASSURING ACCESS TO COVERAGE.

Paragraph (3) of section 1860D-3(a), as
added by section 101 of the Medicare Pre-
scription Drug, Improvement, and Mod-
ernization Act of 2003, is amended to read as
follows:

‘“(3) QUALIFYING PLAN DEFINED.—For pur-
poses of this section, the term ‘qualifying
plan’ means a prescription drug plan offered
by a PDP sponsor.”’.

SEC. 6. REPEAL OF MA REGIONAL PLAN STA-
BILIZATION FUND.

(a) IN GENERAL.—Section 1858 of the Social
Security Act, as added by section 221(c) of
the Medicare Prescription Drug, Improve-
ment, and Modernization Act of 2003, is
amended—

(1) by striking subsection (e);

(2) by redesignating subsections (f), (g), and
(h) as subsections (e), (f), and (g), respec-
tively; and

(3) in subsection (e), as so redesignated, by
striking ‘‘subject to subsection (e),”.

(b) CONFORMING  AMENDMENT.—Section
1851(i)(2) of the Social Security Act (42 U.S.C.
1395w-21(i)(2)), as amended by section
221(d)(5) of the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003,
is amended by striking‘‘1858(h)’’ and insert-
ing “1858(g)”.

SEC. 7. REPEAL OF HEALTH SAVINGS ACCOUNTS.

Section 1201 of the Medicare Prescription
Drug, Improvement, and Modernization Act
of 2003, and the amendments made by such
section, are repealed.

SEC. 8. EFFECTIVE DATE.

(a) IN GENERAL.—The amendments made by
this Act shall take effect as if included in
the enactment of the Medicare Prescription
Drug, Improvement, and Modernization Act
of 2003.

(b) APPLICATION OF LAWS.—If any amend-
ment to any provision of any Act is repealed
by this Act, such provision shall be applied
and administered as if the amendment had
never been enacted.

By Mr. DODD (for himself and
Mr. MCcCAIN):

S. 1975. A bill to amend the Internal
Revenue Code of 1986 to deny a deduc-
tion for securities-related fines, pen-
alties, and other amounts, and to pro-
vide that revenues resulting from such
denial be transferred to Fair Funds for
the relief of victims; to the Committee
on Finance.
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Mr. DODD. Mr. President, I rise
today to introduce important legisla-
tion designed to ensure that corporate
wrongdoers are held fully responsible
for their illegal actions and that inves-
tors are given fair compensation for
such actions.

As most of my colleagues are aware,
in April of this year, 10 large securities
firms agreed to pay a total of $1.4 bil-
lion in fines and payments for giving
their investment clients tainted and
misleading advice—advice which cost
those clients hundreds of millions of
dollars.

The ‘‘global settlement’” was ini-
tially lauded as a historic victory
against corporate wrongdoers. And in-
deed, thanks to the efforts of Federal
and State securities regulators, and
New York State Attorney General
Eliot Spitzer, the settlement has the
potential to fundamentally change per-
vasive business practices that were so
harmful to so many.

But the settlement’s impact could be
significantly weakened by a loophole
that would allow the firms to avoid
paying taxes on nearly $900 million of
the penalties—by deducting them as
standard business costs.

Only one-third of the total settle-
ment is specifically prohibited by law
from being tax-deductible. If the firms
are able to write off the remainder of
the costs as business expenses, then the
total price tag of the settlement will be
much smaller than advertised.

However, there is much more at
stake. America’s financial markets are
the most vibrant in the world for one
reason—investor confidence. The secu-
rities laws of the 1930’s built the foun-
dation for the deepest, most liquid
markets in the world. They have cre-
ated a public trust in our markets
among investors worldwide who know
that we have a zero-tolerance policy
towards corporate malfeasance.

If we allow firms to write off fines as
the cost of doing business, then we will
perpetuate the idea that fraud is no
longer a crime, but an accepted busi-
ness practice. And we will compromise
the very principles on which our mar-
kets are based—credibility, honesty,
and responsibility.

We need to send the strongest pos-
sible message to corporate America
that defrauding people of their life sav-
ings can never, under any cir-
cumstances, be considered ‘‘business as
usual.” Our tax code should not reward
these practices—it should discourage
and punish them, to the greatest ex-
tent possible. Otherwise, the victims of
corporate misconduct will include not
only individual investors, but the
credibility of our capital markets. And
if our markets suffer, so will America’s
place in the world economy.

That is why I rise today to introduce
my legislation. This legislation takes
two important steps towards fixing
this problem. First, it expressly pro-
hibits any tax deduction on payments
for violations of securities laws, in-
cluding those required by the global
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settlement. Second, it directs all of the
tax revenues gained from those pay-
ments into existing funds administered
by the Securities and Exchange Com-
mission which repay money to de-
frauded investors. Under my bill, the
perpetrators of corporate misdeeds will
be fairly punished, and the victims will
be fairly compensated.

Everyone agrees that restoring inves-
tor confidence is a crucial part of get-
ting our economy back on the right
track. The vitality of 10 largest securi-
ties firms represent an important piece
of this puzzle. But Americans will only
be willing to entrust them with their
hard-earned money if they can be sure
that they are being dealt with ethi-
cally and honestly.

The global settlement represents a
tremendous opportunity to help mend
the tattered relationship between cor-
porate America and the American peo-
ple. We can’t afford to lose that oppor-
tunity in a tax loophole. We need to
show Americans that corporate fraud is
a real crime—not business as usual. 1
urge my colleagues to support this bill.

By Mr. BINGAMAN (for himself,

Mr. DOMENICI, Mrs. MURRAY,
Mr. JEFFORDS, Ms. CANTWELL,
Mr. AKAKA, Mr. REED, Mr.

CHAFEE, and Mr. INOUYE:

S. 1976. A bill to amend title XXI of
the Social Security Act to permit
qualifying States to use a portion of
their allotments under the State chil-
dren’s health insurance program for
any fiscal year for certain medical ex-
penditures, and for other purposes; to
the Committee on Finance.

Mr. BINGAMAN. Mr. President, I rise
today to introduce legislation with
Senators DOMENICI, MURRAY, JEFFORDS,
CANTWELL, AKAKA, REED, CHAFEE, and
INOUYE entitled the ‘‘Children’s Health
Equity Technical Amendments Act of
2003.”

Since the passage of the Children’s
Health Insurance Program, or CHIP, in
1997, a group of States that expanded
coverage to children in Medicaid prior
to the enactment of CHIP have been
unfairly penalized for that expansion.
States are not allowed to use the en-
hanced matching rate available to
other States for children at similar
levels of poverty under the act. As a re-
sult, a child in the States of New York,
Florida, and Pennsylvania, because
they were grandfathered in the original
act or in Iowa, Montana, or a number
of other States at 134 percent of pov-
erty is eligible for an enhanced match-
ing rate in CHIP but that has not been
the case for States such as New Mex-
ico, Vermont, Washington, Rhode Is-
land, Hawaii, and a number of others,
including Connecticut, Tennessee, Min-
nesota, New Hampshire, Wisconsin, and
Maryland.

As the health policy statement by
the National Governors’ Association
reads, ‘‘The Governors believe that it is
critical that innovative states not be
penalized for having expanded coverage
to children before the enactment of S—
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CHIP, which provides enhanced funding
to meet these goals. To this end, the
Governors support providing additional
funding flexibility to states that had
already significantly expanded cov-
erage of the majority of uninsured chil-
dren in their states.

For six years, our group of States
have sought to have this inequity ad-
dressed. Early this year, I introduced
the ‘‘Children’s Health Equity of 2003’
with Senators JEFFORDS, MURRAY,
LEAHY, and Ms. CANTWELL and we
worked successfully to get a com-
promise worked out for inclusion in S.
312 by Senators ROCKEFELLER, and
CHAFEE. This compromise extended ex-
piring CHIP allotments only for fiscal
years 1998 through 2001 in order to meet
budgetary caps.

The compromise allowed States to be
able to use up to 20 percent of our
State’s CHIP allotments to pay for
Medicaid eligible children about 150
percent of poverty that were part of
our State’s expansions prior to the en-
actment of CHIP. That language was
maintained in conference and included
in H.R. 2854 that was signed by the
President as Public Law 108-74. Unfor-
tunately, a slight change was made in
the conference language that excluded
New Mexico and Hawaii, Maryland, and
Rhode Island needed specific changes
so an additional bill was passed, H.R.
3288, and signed into law as Public Law
108-107, on November 17, 2003. This sec-
ond bill included language from legisla-
tion that I introduced with Senator
DoMENICI, S. 15647, to address the prob-
lem caused to New Mexico by the con-
ference committee’s change.

Unfortunately, one major problem
with the compromise was that it would
allow the 10 States flexibility with its
CHIP funds for allotments between 1998
and 2001 and not in the future. There-
fore, the inequity continues with CHIP
allotments last year, this year, and
into the future. This legislation would
address that problem and ensure that
all future allotments give these 11
States the flexibility to use up to 20
percent of our CHIP allotments to pay
for health care services of children
above 150 percent of poverty in our re-
spective state Medicaid programs.

This rather technical issue has real
and negative consequences in States
such as New Mexico. In fact, due to the
CHIP inequity, New Mexico has been
allocated $266 million from CHIP be-
tween fiscal years 1998 and 2002, and
yet, has only been able to spend slight-
ly over $26 million as of the end of last
fiscal year. In other words, New Mexico
has been allowed to spend less than 10
percent of its federal CHIP allocations.

With the passage of H.R. 2854 and
H.R. 3288, that situations will improve
somewhat. Unfortunately, the change
was not made permanent and does not
apply to future CHIP allotments. This
legislation would correct this problem.

It is important to note that this ini-
tiative includes strong maintenance of
effort language as well as incentives
for our State to conduct outreach and
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enrollment efforts and program sim-
plification to find and enroll uninsured
kids because we feel strongly that they
must receive the health coverage for
which they are eligible.

The bill does not take money from
other States’s CHIP allotments. It sim-
ple allows our States to spend our
States’ specific CHIP allotments from
the Federal government on our unin-
sured children—just as other States
across the country are doing.

I ask unanimous consent that the
text of the bill be printed in the
RECORD.

There being no objection, the bill was
ordered to be printed in the RECORD, as
follows:

S. 1976

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE.

This Act may be cited as the ‘‘Children’s
Health Equity Technical Amendments Act of
2003’.

SEC. 2. AUTHORITY FOR QUALIFYING STATES TO
USE PORTION OF SCHIP ALLOTMENT
FOR ANY FISCAL YEAR FOR CERTAIN
MEDICAID EXPENDITURES.

(a) IN GENERAL.—Section 2105(g)(1)(A) of
the Social Security Act (42 TU.S.C.
1397ee(g)(1)(A)) (as added by section 1(b) of
Public Law 108-74) is amended by striking ‘,
1999, 2000, or 2001’ and inserting ‘‘and any fis-
cal year thereafter”.

(b) SPECIAL RULE FOR USE OF ALLOTMENTS
FOR FISCAL YEAR 2002 OR THEREAFTER.—Sec-
tion 2105(g) of the Social Security Act (42
U.S.C. 1397ee(g)) (as so added and as amended
by Public Law 108-127) is amended—

(1) in paragraph (2), by striking ‘“In this
subsection’” and inserting ‘“Subject to para-
graph (4), in this subsection’’; and

(2) by adding at the end the following:

‘‘(4) SPECIAL RULE REGARDING AUTHORITY TO
USE PORTION OF ALLOTMENTS FOR FISCAL YEAR
2002 OR THEREAFTER.—Notwithstanding para-
graph (2), the authority provided under para-
graph (1)(A) with respect to any allotment
under section 2104 for fiscal year 2002 or any
fiscal year thereafter (insofar as the allot-
ment is available under subsections (e) and
(g) of such section), shall only apply to a
qualifying State if the State has imple-
mented at least 3 of the following policies
and procedures (relating to coverage of chil-
dren under title XIX and this title):

““(A) TUNIFORM, SIMPLIFIED APPLICATION
FORM.—With respect to children who are eli-
gible for medical assistance under section
1902(a)(10)(A), the State uses the same uni-
form, simplified application form (including,
if applicable, permitting application other
than in person) for purposes of establishing
eligibility for benefits under title XIX and
this title.

‘(B) ELIMINATION OF ASSET TEST.—The
State does not apply any asset test for eligi-
bility under section 1902(1) or this title with
respect to children.

¢(C) ADOPTION OF 12-MONTH CONTINUOUS EN-
ROLLMENT.—The State provides that eligi-
bility shall not be regularly redetermined
more often than once every year under this
title or for children described in section
1902(a)(10)(A).

‘(D) SAME VERIFICATION AND REDETERMINA-
TION POLICIES; AUTOMATIC REASSESSMENT OF
ELIGIBILITY.—With respect to children who
are eligible for medical assistance under sec-
tion 1902(a)(10)(A), the State provides for ini-
tial eligibility determinations and redeter-
minations of eligibility using the same
verification policies (including with respect
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to face-to-face interviews), forms, and fre-
quency as the State uses for such purposes
under this title, and, as part of such redeter-
minations, provides for the automatic reas-
sessment of the eligibility of such children
for assistance under title XIX and this title.

‘‘(E) OUTSTATIONING ENROLLMENT STAFF.—
The State provides for the receipt and initial
processing of applications for benefits under
this title and for children under title XIX at
facilities defined as disproportionate share
hospitals under section 1923(a)(1)(A) and Fed-
erally-qualified health centers described in
section 1905(1)(2)(B) consistent with section
1902(a)(55).”".

(¢) CONFORMING AMENDMENT.—Section
2105(g)(3) of the Social Security Act (42
U.S.C. 1397ee(g)(3)) is amended by striking
‘“‘paragraphs (1) and (2)” and inserting ‘‘this
subsection’.

(d) EFFECTIVE DATE.—The amendments
made by this section take effect as if enacted
on October 1, 2003.

By Ms. SNOWE (for herself and
Mr. VOINOVICH):

S. 1977. A bill to promote the manu-
facturing industry in the United States
by establishing an Assistant Secretary
for Manufacturing within the Depart-
ment of Commerce, an Interagency
Manufacturing Task Force, and a
Small Business Manufacturing Task
Force, and for other purposes; to the
Committee on Small Business and En-
trepreneurship.

Ms. SNOWE. Mr. President, I rise
today to introduce the ‘‘Small Manu-
facturers Assistance, and Trade
(SMART) Act,” which responds to the
needs of America’s small manufactur-
ers. This bill offers a new emphasis on
programs and services within the Fed-
eral Government that will provide
small companies a better opportunity
to survive in these challenging times
and compete in our global economy.
The SMART Act introduces new re-
sources, improves existing programs,
and expands those programs that work
to serve a larger constituency. It is
critical that we revitalize our coun-
try’s manufacturing base and establish
an environment for economic growth
and job creation.

Small manufacturers constitute over
98 percent of our Nation’s manufac-
turing enterprises, employ 12 million
people, and supply more than 50 per-
cent of the value-added U.S. produc-
tion. It is a sector we cannot afford to
ignore. In addition, no industry has
witnessed a more profound erosion of
jobs.

The damage manufacturing has sus-
tained is nothing short of alarming.
Since July 2000, almost 2.8 million U.S.
manufacturing jobs have been elimi-
nated. New England alone lost more
than 214,000 jobs between June 1993
through June 2003, with 78 percent of
those losses, 166,000 jobs, occurring
since January of 2001.

In my home State of Maine, we’ve
been shedding jobs at a startling rate
over the past decade—and even more so
in the past 2 years. Between July 2000
and June 2003 an astounding 17,300
manufacturing jobs were lost.

The bottom line is that we must bol-
ster our manufacturing industry, espe-
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cially with the current 6.0 percent un-
employment rate in the United States.
To ensure that the road to recovery is
robust, we have a special obligation to
provide the investment to allow small
companies to grow. In fact, it has been
reported that for every dollar of final
manufacturing output, an additional
$1.26 is created in other industry sec-
tors such as suppliers of raw materials,
marketing, and retail industries.

Looking even more broadly, a
healthy manufacturing base is essen-
tial to the preservation of our Nation’s
security and its status as a world
power. We must end the trend of be-
coming increasingly dependent upon
other countries for the products we use
and rely upon. Now is the crucial time
for everyone—industry representatives,
Congress, the President, Republicans
and Democrats alike—to work together
toward the common goal of revitalizing
this industry.

As the Chair of the Committee on
Small Business, I have been focusing
considerable attention on the concerns
of small business manufacturers and ef-
forts to aid in their recovery. Last
month, I held a field hearing on this
critical subject in Lewiston, ME. I in-
vited Grant Aldonas, Under Secretary
for International Trade of the Com-
merce Department, and Pamela Olson,
Assistant Secretary for Tax Policy of
the Treasury Department, to partici-
pate and explored with them ways to
strengthen and expand this vital indus-
try. Their testimony and comments
confirmed that we cannot delay and
must act quickly to support our small
manufacturing base.

Additionally, I heard from a number
of small businesses in the manufac-
turing industry. Their testimony con-
firmed the damage sustained by our
country’s manufacturing sector, and
the sense of urgency that we need to
act immediately to assist them. The
SMART Act is a vital first step toward
helping them do what they do best—
create jobs.

The bill I introduce today starts by
establishing a strong and influential
voice for manufacturers within the
Federal Government through the cre-
ation of an Assistant Secretary for
Manufacturing within the U.S. Depart-
ment of Commerce. The new Assistant
Secretary will be responsible for iden-
tifying and addressing the concerns of
small manufacturers at the highest
level of our Federal Government. Sen-
ator VOINOVICH has introduced S. 1326,
which similarly creates an Assistant
Secretary for Manufacturing. I support
that bill and Senator VOINOVICH’S ef-
forts to assisting our country’s manu-
facturers.

To ensure that the government acts
on the needs of manufacturers, the
SMART Act creates an Interagency
Manufacturing Task Force (IMTF). The
mission of the IMTF will be to encour-
age the Federal departments and agen-
cies to coordinate their efforts by iden-
tifying and addressing manufacturing
concerns collectively. The IMTF will
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be chaired by the Commerce Depart-
ment’s new Assistant Secretary for
Manufacturing and will be comprised
of representatives from the Federal de-
partments and agencies that directly
affect this sector of our economy. In
addition, the IMTF will be tasked with
the duty of submitting an annual re-
port on their findings and rec-
ommendations to the President and the
Senate and House Small Business Com-
mittees.

In conjunction with this government-
wide task force, the SMART Act also
continues to improve the Federal infra-
structure supporting the industry by
establishing a Small Business Manu-
facturing Task Force (SBMTF) within
the Small Business Administration
(SBA). The SBA has a wide spectrum of
programs and services available to
small manufacturers. The mission of
the new SBMTF will be to refocus the
agency’s programs and services to en-
sure that they respond to the par-
ticular needs of small manufacturers
while still serving all aspects of the
small business community.

Adding to the information gained
from the Committee’s hearing, we have
reviewed the SBA’s programs and serv-
ices that are geared specifically toward
manufacturing and international trade.
I was alarmed to learn, during this
hearing, that small manufacturers
were unfamiliar with the SBA pro-
grams that can assist them. These find-
ings revealed that the SBA needs to re-
align its efforts specifically to include
manufacturers in the delivery of the
agency’s program and services.

In order to improve existing SBA
small business development programs,
the agency needs to take its services
beyond the traditional small business
enterprise. The SMART Act improves
the SBA’s entrepreneurial development
programs and services so that small
manufacturers can grow their business
operation, expand their facilities, and
purchase new equipment—all of which
will result in creating jobs throughout
the industry and its supply chain.

Partnerships developed between SBA
related organizations and non-SBA re-
lated entities will be an additional
asset for these producers. The SMART
Act directs the SBA to develop part-
nerships with the Manufacturing Ex-
tension Partnership (MEP), community
economic development organizations,
and the agency’s resource partners—
such as Small Business Development
Centers and SCORE—to create new
outreach and training programs for
small manufacturers and small busi-

nesses in the manufacturing supply
chain.
The SMART Act requires SCORE,

with its long established expertise in
counseling, to extend its reach to small
manufacturers and exporters through
its online counseling services and its
community based offices. The Act also
directs SCORE to recruit more coun-
selors with manufacturing and inter-
national trade expertise and increase
its partnerships with manufacturing

CONGRESSIONAL RECORD — SENATE

and exporting related organizations,
which will help increase the marketing
capabilities of these small producers
and exporters.

I have also learned that small and
medium sized companies are often hesi-
tant to engage in the export of their
product as a way to grow their small
business, because they are often fearful
of the many unfamiliar intricacies in-
volved in doing business in a foreign
market. Small businesses currently ac-
count for almost $300 billion of yearly
export sales—nearly one-third of total
U.S. exports. However, according to an
Administration survey through the
SBA’s Export Trade Assistance Part-
nership, approximately 30 percent of
non-exporting small businesses are in-
terested in exporting their products
and services. These businesses hold the
potential to be a major source for even
more economic activity and job
growth.

The SBA is a pivotal resource in de-
livering financial and business develop-
ment tools to businesses seeking to ex-
port. The SMART Act improves the
SBA’s international trade and export-
ing programs to assist small businesses
and manufacturers expand into the ex-
port market and play an even greater
role in the balance of U.S. trade.

The SMART Act also requires the
SBA to establish annual goals that are
linked to its trade promotion activi-
ties, and to develop programs that will
help small businesses compete against
imports. This objective will be more
easily obtained by incrementally in-
creasing the number of SBA represent-
atives at the U.S. Export Assistance
Centers (USEACs) over the next 3
years. To ensure that all States have
the same services available, the SBA
Office of International Trade will have
at least one financial specialist dedi-
cated to the international loan pro-
grams and providing oversight of trade
financing issues.

The SBA’s financing programs have
helped American small businesses cre-
ate and retain jobs, even as other
sources of financing have become more
scarce. This bill provides improve-
ments to the SBA’s 7(a), 504, and Sur-
ety Bond programs.

From Fiscal Year 1999 through Fiscal
Year 2002, the 7(a) loan program helped
small businesses create more than 1.3
million new jobs by making $37.7 bil-
lion in financing available to more
than 182,000 small businesses. This bill
increases the maximum size of 7(a)
loans for small exporters from $2 mil-
lion to $2.6 million by increasing the
maximum amount guaranteed by the
SBA from $1 million to $1.3 million.

During that same period, the 504 loan
program provided more than 20,000 new
loans to small businesses, allowing
those businesses to create or retain al-
most 450,000 jobs. The SMART Act in-
creases 504 loan sizes in two ways.
First, the bill increases the maximum
loan size for manufacturing projects by
increasing the SBA’s maximum guar-
antee, which is 40 percent of the total
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loan size, from $1 million to $4 million.
Second, for loans to exporters, the bill
increases the maximum loan size from
$3.25 million to $6 million by increasing
the SBA’s maximum guarantee from
$1.3 million to $2 million.

Finally, the bill clarifies that under
the SBA’s Surety Bond Guarantee Pro-
gram, the SBA may guarantee bonds
for specific contracts of $2 million or
less, even if the total range of affili-
ated contracts may exceed $2 million.

These SBA financing programs have
helped to create millions of jobs in
America, and manufacturers and ex-
porters have been an important part of
that success. This bill will increase
small companies’ and exporters’ ability
to obtain vital capital that will help
them compete in a very difficult inter-
national environment and enable them
to create more jobs for American work-
ers.

I am drawing these provisions from
another bill I have authored, the Small
Business Administration 50th Anniver-
sary Reauthorization Act of 203 (S.
1375), which the Committee and the
Senate unanimously approved earlier
this year. While we are waiting for the
House of Representatives to pass an
SBA reauthorization bill, I believe that
given the importance of these financ-
ing provisions, they must be included
in this bill as well to increase their
chance of being signed into law.

Because Federal assistance for small
manufacturers should extend beyond
the SBA, the SMART Act will also es-
tablish a new Assistant United States
Trade Representatives for Small Busi-
ness within the Office of the United
States Trade Representatives (USTR).
This office will be tasked with focusing
on small businesses’, including small
manufacturers, concerns in trade nego-
tiations and promoting their exports.

There are currently 21 Assistant
USTRs covering issues from services to
telecommunications to labor. While
small businesses face many of the same
issues that serve as barriers to trade as
many of the largest multinational cor-
porations, they do not have the same
resources to overcome these barriers,
thus blocking them from reaping the
benefits of international trade. In par-
ticular, small businesses do not have
the resources necessary to settle pri-
vate trade disputes in a timely and
cost effective fashion, meet physical
presence requirements in other coun-
tries, conform to complex customs pro-
cedures, or meet off-set exclusions in
government procurement. By estab-
lishing a new Assistant U.S. Trade
Representative, we will ensure that the
views and concerns of small businesses
will have an appropriate seat at the ne-
gotiating table and help secure the
competitiveness of our small exporters
abroad.

The Small Manufacturers Assistance,
Recovery, and Trade Act answers the
call for help that I have heard too often
of late from small manufacturers in
this country. These improvements to
existing resources within the Federal
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government will give these companies
a better opportunity to survive in
these challenging times and compete in
the global economy.

This bill is a critical starting point
to revitalize our country’s manufac-
turing base and create an environment
that allows them to grow and create
jobs again. We must help these busi-
nesses access the global marketplace
through expanded exporting opportuni-
ties and assistance. I intend to work
with all groups and interested parties
that are committed to improving and
passing this bill. There are still many
needs that face our Nation’s manufac-
turers—and this is just the beginning.

I look forward to working with my
colleagues in the Senate to ensure that
the provisions of this bill are enacted
so that these companies can continue
to grow and reach their full potential.

Mr. President, I ask unanimous con-
sent that the text of the bill and a sec-
tion-by-section analysis be printed in
the RECORD.

There being no objection, the mate-
rial was ordered to be printed in the
RECORD, as follows:

S. 1977

Be it enacted by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled,

SECTION 1. SHORT TITLE; TABLE OF CONTENTS.

(a) SHORT TITLE.—This Act may be cited as
the ‘“Small Manufacturers Assistance, Re-
covery, and Trade Act” or “SMART Act”.

(b) TABLE OF CONTENTS.—The table of con-
tents for this Act is as follows:

Sec. 1. Short title; table of contents.

TITLE I—-MANUFACTURING AND TRADE
REPRESENTATIVES AND TASK FORCE
Sec. 101. Assistant Secretary of Commerce

for Manufacturing.
Sec. 102. Interagency Manufacturing
Force.
Sec. 103. Assistant United States Trade Rep-
resentative for Small Business.
TITLE II—SMALL BUSINESS
ADMINISTRATION
Subtitle A—Manufacturing and
Entrepreneurial Development
Sec. 201. Small Business Manufacturing
Task Force.
Sec. 202. Entrepreneurial development pro-
grams and services.
Subtitle B—Small Business Loan Programs
Sec. 211. Increased loan amounts for export-
ers.

Sec. 212. Debenture size.

Sec. 213. Job creation or retention stand-
ards.

Sec. 214. Clarification of maximum surety
bond guarantee.

Subtitle C—International Trade

Sec. 221. Office of International Trade.

TITLE I—-MANUFACTURING AND TRADE

REPRESENTATIVES AND TASK FORCE
SEC. 101. ASSISTANT SECRETARY OF COMMERCE

FOR MANUFACTURING.

(a) ESTABLISHMENT.—There shall be in the
Department of Commerce, in addition to the
Assistant Secretaries of Commerce provided
by law as of the date of enactment of this
Act, 1 additional Assistant Secretary of
Commerce, to be known as the Assistant
Secretary of Commerce for Manufacturing,
who shall—

(1) be appointed by the President, by and
with the advice and consent of the Senate;
and

Task
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(2) be compensated at the rate of pay pro-
vided for under level IV of the Executive
Schedule (5 U.S.C. 5315).

(b) DUTIES.—The Assistant Secretary of
Commerce for Manufacturing shall—

(1) identify and address the concerns of
manufacturers;

(2) represent and advocate for the interests
of United States manufacturers;

(3) aid in the development of policies that
promote the vitality and expansion of United
States manufacturing;

(4) review policies that adversely impact
manufacturers;

(5) identify and address issues that are
unique to small manufacturers and those
that are exacerbated by the size or limited
capital of small manufacturers; and

(6) perform such other duties as the Sec-
retary of Commerce may prescribe.

(c) REPORTING REQUIREMENTS.—The Assist-
ant Secretary of Commerce for Manufac-
turing shall submit to Congress an annual
report that contains—

(1) an overview of the state of the manufac-
turing sector in the United States;

(2) a forecast of the future state of the
manufacturing sector in the United States;
and

(3) an analysis of current and significant
laws, regulations, and policies that adversely
impact the manufacturing sector in the
United States.

(d) TECHNICAL AND CONFORMING AMEND-
MENT.—Section 5315 of title 5, United States
Code, is amended by striking ‘‘Assistant Sec-
retaries of Commerce (11)” and inserting
‘‘Assistant Secretaries of Commerce (12)”.
SEC. 102. INTERAGENCY MANUFACTURING TASK

FORCE.

(a) ESTABLISHMENT.—There is established
an Interagency Manufacturing Task Force
(referred to in this section as the “IMTF”)
for the purposes of—

(1) maximizing the efforts and resources of
Federal agencies in assisting the manufac-
turing industry;

(2) improving interagency cooperation in
their efforts to assist the manufacturing in-
dustry;

(3) encouraging additional efforts to assist
United States manufacturers;

(4) coordinating the agencies’ efforts to as-
sist the manufacturing industry; and

(b) identifying and addressing collective
manufacturing concerns.

(b) MEMBERSHIP.—The IMTF shall be com-
posed of 14 members, including—

(1) the Assistant Secretary of Commerce
for Manufacturing, who shall serve as chair
of the IMTF;

(2) a representative of the Department of
the Treasury, to be designated by the Sec-
retary of the Treasury;

(3) a representative of the Department of
Defense, to be designated by the Secretary of
Defense;

(4) a representative of the Department of
Education, to be designated by the Secretary
of Education;

(5) a representative of the Department of
Energy, to be designated by the Secretary of
Energy;

(6) a representative of the Department of
Health and Human Services, to be designated
by the Secretary of Health and Human Serv-
ices;

(7) a representative of the Department of
Homeland Security, to be designated by the
Secretary of Homeland Security;

(8) a representative of the Department of
Labor, to be designated by the Secretary of
Labor;

(9) a representative of the Environmental
Protection Agency, to be designated by the
Administrator of the Environmental Protec-
tion Agency;
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(10) a representative of the Office of the
United States Trade Representative, to be
designated by the United States Trade Rep-
resentative;

(11) a representative of the Small Business
Administration, to be designated by the Ad-
ministrator of the Small Business Adminis-
tration;

(12) a representative of the Executive Of-
fice of the President, to be designated by the
President; and

(13) 2 additional members, to be designated
by the President.

(c) DUTIES.—Under the direction of the As-
sistant Secretary of Commerce for Manufac-
turing, the IMTF shall—

(1) provide advice and counsel to the Presi-
dent and Congress on matters of importance
to manufacturers;

(2) monitor, coordinate, and promote the
plans, programs, and operations of the de-
partments and agencies of the Federal Gov-
ernment that may contribute to the growth
of the United States manufacturing indus-
try;

(3) develop and promote new public sector
initiatives, policies, programs, and plans de-
signed to foster the manufacturing industry;

(4) review, monitor, and coordinate plans
and programs developed in the public sector,
which affect the ability of manufacturers to
obtain capital, credit, and access to tech-
nology;

(5) identify and address regulations that
are needlessly burdensome on manufactur-
ers; and

(6) design a comprehensive plan for a joint
public-private sector effort to facilitate the
growth and development of the TUnited
States manufacturing industry.

(d) MEETINGS.—

(1) FREQUENCY.—The IMTF shall meet not
less than 4 times per year to perform the du-
ties under subsection (c).

(2) QUORUM.—A majority of the members of
the IMTF shall constitute a quorum to ap-
prove recommendations or reports.

(e) PERSONNEL MATTERS.—

(1) COMPENSATION OF MEMBERS.—

(A) FEDERAL EMPLOYEES.—Each member of
the IMTF who is an officer or employee of
the Federal Government shall serve without
compensation in addition to that received
for services rendered as an officer or em-
ployee of the United States.

(B) OTHER MEMBERS.—Each member of the
IMTF who is not an officer or employee of
the Federal Government shall be com-
pensated at a rate equal to the daily equiva-
lent for level IV of the Executive Schedule (5
U.S.C. 5315) for each day (including travel
time) during which such member is engaged
in the performance of the duties of the
IMTF.

(2) TRAVEL EXPENSES.—The members of the
IMTF shall be allowed travel expenses, in-
cluding per diem in lieu of subsistence, at
rates authorized for employees of Federal
agencies under subchapter I of chapter 57 of
title 5, United States Code, while away from
their homes or regular place of business in
the performance of services for the IMTF.

(3) DETAIL OF FEDERAL EMPLOYEES.—ANy
employee of the Federal Government may be
detailed to the IMTF without reimburse-
ment, and such detail shall be without inter-
ruption or loss of civil service status or
privilege.

(f) REPORTS.—

(1) FINDINGS AND RECOMMENDATIONS.—Not
later than 1 year after the date of enactment
of this Act, and annually thereafter, the
IMTF shall submit a report containing the
findings and recommendations described in
paragraphs (1) through (56) of subsection (c)
to—

(A) the President;
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(B) the Committee on Small Business and
Entrepreneurship of the Senate; and

(C) the Committee on Small Business of
the House of Representatives.

(2) GROWTH PLAN.—Not later than 1 year
after the date of enactment of this Act, the
Assistant Secretary of Commerce for Manu-
facturing shall submit the plan prepared pur-
suant to subsection (c)(6) to—

(A) the President;

(B) the Committee on Small Business and
Entrepreneurship of the Senate; and

(C) the Committee on Small Business of
the House of Representatives.

SEC. 103. ASSISTANT UNITED STATES TRADE REP-
RESENTATIVE FOR SMALL BUSI-
NESS.

Section 141(c) of the Trade Act of 1974 (19
U.S.C. 2171(c)) is amended by adding at the
end the following:

‘“(6)(A) There is established within the Of-
fice the position of Assistant United States
Trade Representative for Small Business,
which shall be appointed by the United
States Trade Representative.

““(B) The Assistant United States Trade
Representative for Small Business shall—

‘(i) promote the trade interests of small
businesses, including manufacturers;

‘“(ii) identify and address foreign trade bar-
riers that impede small business exporters;

‘“(iii) enforce existing trade agreements
beneficial to small businesses;

‘(iv) maintain an open line of communica-
tion with the Small Business Administration
concerning small business trade issues;

‘(v) ensure that small business concerns
are considered in trade negotiations and
agreements; and

‘“(vi) perform such other duties as the
United States Trade Representative may di-
rect.

‘(C) The Assistant United States Trade
Representative for Small Business shall be
paid at the level of a member of the Senior
Executive Service with equivalent time and
service.”.

TITLE II—SMALL BUSINESS
ADMINISTRATION

Subtitle A—Manufacturing and
Entrepreneurial Development
SEC. 201. SMALL BUSINESS MANUFACTURING
TASK FORCE.

(a) ESTABLISHMENT.—The Administrator of
the Small Business Administration (referred
to in this subtitle as the ‘‘Administrator’)
shall establish a Small Business Manufac-
turing Task Force (referred to in this section
as the ““Task Force’’) to address the concerns
of small manufacturers.

(b) MEMBERSHIP.—

(1) IN GENERAL.—The Task Force shall be
composed of a representative from—

(A) the Office of Capital Access;

(B) the Office of Entrepreneurial Develop-
ment;

(C) the Office of Administration and Man-
agement;

(D) the Office of Government Contracting
and Business Development; and

(E) any other employee of the Small Busi-
ness Administration, on a temporary basis,
as determined necessary by the Adminis-
trator to carry out the goals of the Task
Force.

(2) CHAIR.—The Administrator shall assign
a member of the Task Force to serve as chair
of the Task Force.

(c) DUTIES.—The Task Force shall—

(1) evaluate and identify whether programs
and services are sufficient to serve the needs
of small manufacturers;

(2) ensure that the Small Business Admin-
istration implements the small business
manufacturing training programs estab-
lished under section 202;
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(3) actively promote the programs and
services of the Small Business Administra-
tion that serve small manufacturers; and

(4) identify and study the unique condi-
tions facing small manufacturers and de-
velop and propose policy initiatives to sup-
port and assist small manufacturers.

(d) MEETINGS.—

(1) FREQUENCY.—The Task Force shall
meet not less than 4 times per year, and
more frequently if necessary to perform its
duties.

(2) QUORUM.—A majority of the members of
the Task Force shall constitute a quorum to
approve recommendations or reports.

(e) PERSONNEL MATTERS.—

(1) COMPENSATION OF MEMBERS.—Each
member of the Task Force shall serve with-
out compensation in addition to that re-
ceived for services rendered as an officer or
employee of the United States.

(2) DETAIL OF SBA EMPLOYEES.—Any em-
ployee of the Small Business Administration
may be detailed to the Task Force without
reimbursement, and such detail shall be
without interruption or loss of civil service
status or privilege.

(f) REPORT.—Not later than 1 year after the
date of enactment of this Act, and annually
thereafter, the Task Force shall submit a re-
port containing the findings and rec-
ommendations of the task force to—

(1) the President;

(2) the Committee on Small Business and
Entrepreneurship of the Senate; and

(3) the Committee on Small Business of the
House of Representatives.

SEC. 202. ENTREPRENEURIAL DEVELOPMENT
PROGRAMS AND SERVICES.

(a) MANUFACTURING OUTREACH AND TRAIN-
ING PROGRAMS.—The Office of Entrepre-
neurial Development of the Small Business
Administration shall develop new outreach
and training programs for small manufactur-
ers and small businesses in the manufac-
turing supply chain, in partnership with 1 or
more of the following:

(1) The Manufacturing Extension Partner-
ship.

(2) Community economic development or-
ganizations.

(3) Small Business Development Centers.

(4) The Service Corps of Retired Execu-
tives.

(5) Women’s Business Centers.

(b) REPORTING REQUIREMENT.—The Small
Business Administration shall include ‘‘man-
ufacturing’ as a category on the scorecard
that tracks the goals of the Small Business
Administration on its annual performance
report to Congress.

(¢) MANUFACTURING WORKSHOPS.—The Of-
fice of Entrepreneurial Development of the
Small Business Administration, in consulta-
tion with manufacturing and economic de-
velopment organizations, shall develop
workshops to be conducted by district of-
fices, in conjunction with the entities listed
in paragraphs (1) through (5) of subsection
(a), addressing—

(1) product design and testing;

(2) the patent process;

(3) prototype demonstrations;

(4) product production;

(5) market research; and

(6) business financing.

(d) SCORE.—The Service Corps of Retired
Executives shall—

(1) make their counseling services avail-
able to small manufacturers and exporters
through their on-line counseling services and
community-based offices;

(2) recruit counselors with manufacturing
and international trade expertise; and

(3) develop additional partnerships with
manufacturing and exporting organizations.

(e) ENTREPRENEURIAL DEVELOPMENT PRO-
GRAM IMPROVEMENTS.—The Office of Entre-
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preneurial Development of the Small Busi-
ness Administration shall develop programs
and services to strengthen small business
vendors and suppliers that participate in the
manufacturing supply chain.

(f) SIMPLIFIED REPORTING REQUIREMENTS.—
The Small Business Administration shall re-
view and simplify, as appropriate, its report-
ing requirements for the Small Business De-
velopment Centers, the Service Corps of Re-
tired Executives, and Women’s Business Cen-
ters so that these organizations can maxi-
mize the time spent assisting their clients.

(g) DISTRICT OFFICES.—The Small Business
Administration shall provide district offices
with adequate resources, including budget
allocations for travel and materials used to
conduct outreach and training activities.

Subtitle B—Small Business Loan Programs
SEC. 211. INCREASED LOAN AMOUNTS FOR EX-

PORTERS.

Section 7(a) of the Small Business Act (156
U.S.C. 636(a)) is amended—

(1) in paragraph (3)—

(A) in subparagraph (A), by inserting be-
fore the semicolon at the end the following:
‘“‘and paragraph (14)”’; and

(B) in subparagraph (B), by striking
¢‘$1,250,000” and inserting ‘“$1,300,000”’; and

(2) in paragraph (14), by adding at the end
the following:

‘(D) The total amount of financings under
this paragraph that are outstanding and
committed (by participation or otherwise) to
the borrower from the business loan and in-
vestment fund established under this Act
may not exceed $1,300,000 and the gross loan
amount under this paragraph may not ex-
ceed $2,600,000.”.

SEC. 212. DEBENTURE SIZE.

Section 502(2) of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 696(2)) is amend-
ed—

(1) by striking ‘$1,300,000" and inserting
¢$2,000,000"’; and

(2) by inserting before the period at the end
the following: *‘, and loans for which the loan
proceeds will be directed toward manufac-
turing projects, which shall be limited to
$4,000,000 for each such identifiable small
business concern’’.

SEC. 213. JOB CREATION OR RETENTION STAND-
ARDS.

Section 501 of the Small Business Invest-
ment Act of 1958 (15 U.S.C. 695) is amended by
adding at the end the following:

‘“(e) JOB CREATION OR RETENTION FOR MAN-
UFACTURING PROJECTS.—A manufacturing
project being funded by the debenture is
deemed to satisfy the job creation or reten-
tion requirement under subsection (d)(1) if
the project creates or retains 1 job oppor-
tunity for every $100,000 guaranteed by the
Administration.”.

SEC. 214. CLARIFICATION OF MAXIMUM SURETY
BOND GUARANTEE.

Section 411(a)(1) of the Small Business In-
vestment Act of 1958 (15 U.S.C. 694b(a)(1)) is
amended by striking ‘‘contract up to” and
inserting ‘‘total work order or contract
amount at the time of bond execution that
does not exceed”’.

Subtitle C—International Trade
SEC. 221. OFFICE OF INTERNATIONAL TRADE.

Section 22 of the Small Business Act (15
U.S.C. 649) is amended—

(1) by striking ‘‘SEC. 22"’ and inserting the
following:

“SEC. 22. OFFICE OF INTERNATIONAL TRADE.”;

(2) in subsection (a)—

(A) by inserting ‘“ESTABLISHMENT.—’’ after
‘“(a)’; and

(B) by inserting ‘‘(referred to in this sec-
tion as the ‘Office’),”” after “Trade’’;

(3) in subsection (b)—

(A) by striking ‘“The Office’” and inserting
the following:
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‘““(b) TRADE DISTRIBUTION NETWORK.—The
Office, including United States Export As-
sistance Centers (referred to as ‘one-stop
shops’ in section 2301(b)(8) of the Omnibus
Trade and Competitiveness Act of 1988 (156
U.S.C. 4721(b)(8)) and as ‘Export Centers’ in
this section),”; and

(B) by amending paragraph (1) to read as
follows:

‘(1) assist in maintaining a distribution
network using regional and local offices of
the Administration, the Small Business De-
velopment Center network, the Women’s
Business Center network, and Export Cen-
ters for—

‘“(A) trade promotion;

‘(B) trade finance;

‘(C) trade adjustment;

‘(D) trade remedy assistance; and

“(E) trade data collection.”;

(4) in subsection (c)—

(A) by redesignating paragraphs (1)
through (8) as paragraphs (2) through (9);

(B) by inserting before paragraph (2), as re-
designated, the following:

‘(1) establish annual goals within the Of-
fice relating to—

‘“(A) enhancing the exporting ability of
small business concerns and small manufac-
turers;

‘(B) facilitating technology transfers;

“(C) enhancing programs and services to
assist small business concerns and small
manufacturers to compete effectively and ef-
ficiently against foreign entities;

‘(D) increasing the access to capital by
small business concerns;

‘“(E) disseminating information concerning
Federal, State, and private programs and ini-
tiatives;

‘“(F) ensuring that the interests of small
business concerns are adequately represented
in trade negotiations;”’;

(C) in paragraph (2), as redesignated, by
striking ‘‘mechanism for’’ and all that fol-
lows through ‘(D) and inserting the fol-
lowing: ‘“‘mechanism for—

““(A) identifying subsectors of the small
business community with strong export po-
tential;

‘(B) identifying areas of demand in foreign
markets;

‘(C) prescreening foreign buyers for com-
mercial and credit purposes; and

“(D)”’; and

(D) in paragraph (9), as redesignated—

(i) by striking ‘‘full-time export develop-
ment specialists to each Administration re-
gional office and assigning’’;

(ii) by striking ‘‘office. Such specialists”
and inserting ‘‘office and providing each Ad-
ministration regional office with a full-time
export development specialist, who’’;

(iii) in subparagraph (D), by striking ‘“‘and”
at the end;

(iv) in subparagraph (E), by striking the
period at the end and inserting a semicolon;
and

(v) by adding at the end the following:

“(F) participate jointly with employees of
the Office in an annual training program
that focuses on current small business needs
for exporting; and

‘(G) jointly develop and conduct training
programs for exporters and lenders in co-
operation with the United States Export As-
sistance Centers, the Department of Com-
merce, Small Business Development Centers,
and other relevant Federal agencies.”’;

(5) in subsection (d)—

(A) by inserting ‘“‘EXPORT FINANCING PRO-
GRAMS.— after ““(d)”’;

(B) by redesignating paragraphs (1)
through (5) as subparagraphs (A) through (E);
and

(C) by striking ‘““To accomplish this goal,
the Office shall work’ and inserting ‘“‘To ac-
complish this goal, the Office shall—
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‘(1) designate at least 1 individual within
the Administration as a trade financial spe-
cialist to oversee the international loan pro-
grams and assist Administration employees
with trade finance issues; and

‘“(2) work’’;

(6) in subsection (e), by inserting ‘‘TRADE
REMEDIES.—” after ‘“‘(e)”’;

(7) by amending subsection (f) to read as
follows:

“(f) REPORTING REQUIREMENT.—The Office
shall submit an annual report to the Com-
mittee on Small Business and Entrepreneur-
ship of the Senate and the Committee on
Small Business of the House of Representa-
tives that contains—

‘(1) a description of the progress of the Of-
fice in implementing the requirements under
this section;

‘“(2) the destinations and benefits to the
Administration and to small business con-
cerns of travel by Office staff; and

‘“(3) a description of the participation by
the Office in trade negotiations.”’;

(8) in subsection (g), by inserting ‘‘STUD-
IES.— after ““(g)”’; and

(9) by adding at the end the following:

‘“(h) EXPORT ASSISTANCE CENTERS.—

‘(1) ADDITIONAL CENTERS.—The Adminis-
tration, in accordance with the March 29,
2002, agreement with the Department of
Commerce and the Export-Import Bank,
shall assign not less than 4 additional em-
ployees to Export Centers during each of the
fiscal years 2004 through 2006.

“2) PLACEMENT.—The Administration
shall use the resource allocation method-
ology, used by the Department of Commerce
as of the date of enactment of this sub-
section, to strategically assign Administra-
tion employees to all Export Centers based
on the needs of exporters.

“(3) GoALs.—The Office shall work with
the Department of Commerce and the Ex-
port-Import Bank to establish shared annual
goals for the Export Centers.

‘“(4) OVERSIGHT.—The Office shall designate
an individual within the Administration to
oversee all activities conducted by Adminis-
tration employees assigned to Export Cen-
ters.”.

TITLE 1. MANUFACTURING AND TRADE
REPRESENTATIVES AND TASK FORCE

Section 101. Assistant Secretary of Commerce for
Manufacturing.

This section establishes an Assistant Sec-
retary of Commerce for Manufacturing with-
in the Department of Commerce. The Assist-
ant Secretary shall be responsible for identi-
fying and addressing manufacturers’ con-
cerns and representing and advocating for
their interests. A person shall be appointed
to this position by the President of the
United States, in accordance with the Con-
stitution, and shall serve at the discretion of
the President of the United States.

Section 102. The Interagency Manufacturing
Task Force.

This provision establishes an Interagency
Manufacturing Task Force (IMTF). The
IMTF will be chaired by the new Assistant
Secretary of Commerce for Manufacturing
and will be comprised of representatives of
the Departments of Treasury, Defense, Edu-
cation, Energy, Health and Human Services,
Homeland Security, and Labor, the Environ-
mental Protection Agency, the Small Busi-
ness Administration, the United States
Trade Representative, a representative of
the Executive staff of the President and two
additional members designated by the Presi-
dent.

Under the Chair’s direction, the IMTF
shall: (a) identify and address regulations
that are needlessly burdensome on manufac-
turers; (b) provide advice and counsel to the
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President and Congress on matters of impor-
tance to manufacturers; (¢c) monitor, coordi-
nate and promote the plans, programs and
operations of the departments and agencies
of the Federal Government that may con-
tribute to the U.S. manufacturing industry’s
growth; (d) develop and promote new public-
sector initiatives, policies, programs and
plans designed to foster the manufacturing
industry; (e) review, monitor and coordinate
plans and programs developed in the public
sector that affect manufacturers’ ability to
obtain capital, credit and access to tech-
nology; and (f) design a comprehensive plan
for a joint public-private sector effort to fa-
cilitate the growth and development of the
U.S. manufacturing industry, which shall be
submitted, not later than 1 year after the ef-
fective date of the bill, to the President and
the Senate and House Small Business Com-
mittees. This section also instructs the
IMTF to submit a report of its findings and
recommendations to the President and the
Senate and House Small Business Commit-
tees not later than 1 year after the effective
date of the bill and annually thereafter.

Section 103. Assistant United States Trade Rep-

resentative for Small Business.

This section establishes a new Assistant
United States Trade Representative for
Small Business, within the Office of the
United States Trade Representative (USTR).
This new position shall promote trade inter-
est for small businesses and ensure that
their concerns are considered in trade nego-
tiations and agreements.

TITLE II—SMALL BUSINESS ADMINISTRATION
SUBTITLE A—MANUFACTURING AND
ENTREPRENEURIAL DEVELOPMENT

Section 201. The Small Business Manufacturing
Task Force.

This section establishes a Small Business
Manufacturing Task Force (SBMTF) within
the Small Business Administration (SBA),
which will be comprised of the SBA per-
sonnel appointed by the SBA Administrator.
The SBMTF will: (a) evaluate and identify
whether existing programs and services are
sufficient to serve small manufacturers’
needs, or whether additional programs or
services are necessary; (b) ensure that the
SBA implements the small business manu-
facturing training initiatives referenced in
this legislation; (c) actively promote the
SBA’s programs and services that serve
small manufacturers; and (d) identify and
study the unique conditions of small manu-
facturers and develop and propose policy ini-
tiatives to support and assist them. This sec-
tion also instructs the SBMTF to submit a
report of its findings and recommendations
to the President and the Senate and House
Small Business Committees not later than 12
months after the effective date of the bill
and annually thereafter.

Section 202. Entrepreneurial development pro-
grams and services.

This section: (a) directs the SBA to create
new outreach and training programs for
small manufacturers and small businesses in
the manufacturing supply chain by devel-
oping partnerships with other manufacturing
and Dbusiness-assistance organizations and
SBA’s resource partners; (b) directs the SBA
to include ‘“‘manufacturing’ on their score-
card that tracks the goals of the SBA and to
report this information to Congress; (c) di-
rects the SBA to consult with manufacturing
and economic development organizations to
develop and conduct specialized workshops
to address important aspects of the manufac-
turing business; (d) requires SCORE to ex-
pand and improve their present counseling
services for small manufacturers and export-
ers; (e) directs the SBA’s Office of Entrepre-
neurial Development to develop programs
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and services to strengthen small business
vendors and suppliers that participate in the
manufacturing supply chain; (f) directs the
SBA to review and simplify its reporting re-
quirements for the Small Business Develop-
ment Centers, SCORE, and Women’s Busi-
ness Centers; and (g) directs the SBA to pro-
vide adequate resources to the district of-
fices for outreach and training activities.

SUBTITLE B—SMALL BUSINESS LOAN PROGRAMS
Section 211. Increased loan amounts for erport-

ers.

This section increases the maximum size of
a loan that an exporter may receive under
the SBA’s 7(a) Export Working Capital Pro-
gram (EWCP) to $2.6 million (instead of the
current maximum loan size of $2 million) by
increasing the maximum SBA guarantee to
$1.3 million (instead of the current maximum
SBA guarantee of $1 million). In order to
conform the size of the guaranteed portion of
an EWCP loan to that of a loan under the
SBA’s T7(a) International Trade Loan Pro-
gram, the section also increases the max-
imum SBA-guaranteed portion of an ITL
Program loan from $1.25 million to $1.3 mil-
lion.

Section 212. Debenture size.

This section increases the maximum loan
guarantee amount from $1.3 million to $2
million for loans that support a public policy
goal, which includes loans to exporters. The
guaranteed amount of $2 million represents
40 percent of the total loan size, so small
businesses will be able to receive loans of up
to $6 million for these types of projects. This
section also increases the maximum size of
the SBA’s guarantee from $1 million to $4
million for loans that will be used for manu-
facturing projects (leading to a maximum
loan size of $10 million for small manufactur-
ers, because the guarantee represents 40 per-
cent of the maximum loan size).

Section 213. Job creation or retention standards.

This section modifies the job retention or
creation standard for small manufacturers
(currently one job per $35,000 guaranteed by
the SBA) so that the small manufacturers
must create or retain one job for each
$100,000 guaranteed by the SBA.

Section 214. Clarification of maximum surety
bond guarantee.

This section clarifies that the SBA may
guarantee surety bonds for specific contracts
of $2 million or less when the total range of
affiliated contracts exceeds $2 million, or has
the potential to exceed $2 million. The sure-
ty’s bond liability, however, may not exceed
$2 million.

SUBTITLE C—INTERNATIONAL TRADE
Section 221. Office of International Trade.

This section: (a) establishes annual goals
for the Office of International Trade—spe-
cifically, to enhance the export ability of
small businesses and small manufacturers,
to facilitate technological transfers, to en-
hance the ability of small business and small
manufacturers to compete against foreign
corporations, to increase small businesses’
access to capital, to disseminate information
on programs and initiatives, and to ensure
that small businesses are represented in
trade negotiations; (b) instructs the Office of
International Trade and district office ex-
port development specialist to participate in
an annual training program that focuses on
current small business needs for exporting;
(c) instructs the district offices to jointly de-
velop and conduct training programs for ex-
porters and lenders in cooperation with
USEACs, the Department of Commerce,
Small Business Development Centers and
other relevant Federal agencies; (d) amends
the Office of International Trade’s reporting
requirements to include a description and
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justification for the Office of International
Trade’s expenditures on travel and participa-
tion in trade negotiations; and (e) requires
that the SBA increase the number of SBA
representatives at the United States Export
Assistance Centers (USEACs) over the next 3
years according to the Commerce Depart-
ment’s resource allocation methodology and
to designate an individual within the SBA to
oversee the agency’s participation as well as
to work with the USEACs partners to estab-
lish annual goals for the Export Centers.

By Mr. GRASSLEY (for himself
and Mr. BAUCUS):

S. 1979. A bill to amend the Internal
Revenue Code of 1986 to prevent the
fraudulent avoidance of fuel taxes; to
the Committee on Finance.

Mr. GRASSLEY. Mr. President,
today we introduce a bill to fight tax
fraud. I am not talking about just mov-
ing around a few numbers on a tax re-
turn. Today we will begin closing the
loop holes that have created millions
of gallon and billions of dollars of miss-
ing fuel and missing tax dollars. This
problem not only robs the U.S. Treas-
ury it also robs the American Tax-
payer.

We rely on these tax dollars to fund
not only the Highway Trust Fund,
which is charged with constructing and
maintaining our national transpor-
tation system, this also robs money
from our Airport Trust Fund.

In light of investigations completed
since September 11th, the safety and
soundness of maintaining our nation’s
transportation infrastructure is now
more than ever of the utmost impor-
tance. These issues are not just tax
fraud—not only are we concerned with
the tax loss, but where else is this
money going—is it being used to fund
terrorism? We need to know where all
of this fuel is going. What makes us
think that if we cannot find the fuel to
collect the tax, that we could find the
fuel to stop the terrorists acts. A miss-
ing barge could hold ninety tanker
truck loads of fuel, that’s about $500,000
in Federal and State excise taxes left
uncollected, its also hundreds of thou-
sands of gallons that we cannot ac-
count. That cannot happen, and this
bill should help our enforcement offi-
cers close the loop holes and collect the
tax that builds our highways.

Mr. BAUCUS. Mr. President, today
Senator GRASSLEY and I introduce a
bill that is the essence of good govern-
ment. For a few years now the Senate
Finance Committee has been working
to increase the revenue into the High-
way Fund Trust so we can fund a
strong national highway program.

The committee has also been looking
at preventing several schemes, scams
and cons against the federal govern-
ment. These are schemes that are used
by participants in the fuel distribution
chain to evade federal and state fuel
taxes, fuel fraud prevention marries
both those goals-fighting fraud and in-
creasing revenue into the Highway
Trust Fund.

It is crucial to ensure that all the
taxes that are due to the Trust Fund
are actually getting there, not being
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diverted as part of some scam to de-
fraud the Federal Government.

That is why I am proud to introduce
today the Fuel Fraud Prevention Act
of 2003.

I am aware that this is a very con-
troversial subject, but one that we
must address. This fraud represents
money that the federal government is
losing while crooked individuals are
getting rich on the backs of good hon-
est citizens.

Uncovering this kind of corruption is
what we mean by practicing good gov-
ernment. We need to catch these folks
and make sure the money is going
where it should.

This is money that goes to transpor-
tation projects and creates transpor-
tation jobs. That is important to Mon-
tana and to all states.

As a result of both TEA 21 and AIR
21, revenues collected by the Trust
Funds are directly tied to spending on
surface and air transportation. There-
fore adequately funding the nation’s
transportation infrastructure—both
surface and air—is almost entirely
based on actually collecting all the
taxes that should be collected by law.

By Mr. ALLARD (for himself, Mr.
BROWNBACK, Mr. SESSIONS, Mr.
BUNNING, and Mr. INHOFE):

S.J. Res. 26. A joint resolution pro-
posing an amendment to the Constitu-
tion of the United States relating to
marriage; to the Committee on the Ju-
diciary.

Mr. ALLARD. Mr. President, I rise
today to submit legislation that would
amend the United States Constitution
identifying and reaffirming the institu-
tion of marriage as a union between a
man and a woman. The language I sub-
mit today is brief and simple:

Marriage in the United States shall
consist only of the union of a man and
a woman. Neither this Constitution,
nor the Constitution of any State, nor
State or Federal law, shall be con-
strued to require that marital status or
the legal incidents thereof be conferred
upon unmarried couples or groups.

This language is simple, direct and to
the point. This union is sacred and
must remain so.

This resolution is a starting point for
a more comprehensive discussion. I
look forward to having an involved, in-
formed debate with the other members
of this chamber.

I am pleased to be joined in this ef-
fort by my colleagues Senator SAM
BROWNBACK and Senator JEFF SESSIONS
who are original cosponsors of this
Resolution.

I ask unanimous consent that the
text of this Resolution be printed in
the RECORD.

There being no objection, the joint
resolution was ordered to be printed in
the RECORD, as follows:

S.J. RES. 26

Resolved by the Senate and House of Rep-
resentatives of the United States of America in
Congress assembled (two-thirds of each House
concurring therein), That the following article



November 25, 2003

is proposed as an amendment to the Con-
stitution of the United States, which shall be
valid to all intents and purposes as part of
the Constitution when ratified by the legis-
latures of three-fourths of the several States
within seven years after the date of its sub-
mission by the Congress:
“ARTICLE —

‘““Marriage in the United States shall con-
sist only of the union of a man and a woman.
Neither this Constitution, nor the Constitu-
tion of any State, nor State or Federal law,
shall be construed to require that marital
status or the legal incidents thereof be con-
ferred upon unmarried couples or groups.’’.

—————

SUBMITTED RESOLUTIONS

SENATE RESOLUTION 275—TO AF-
FIRM THE DEFENSE OF MAR-
RIAGE ACT

Mr. NICKLES (for himself, Mr.
BROWNBACK, Mr. SESSIONS, Mr. BUN-
NING, Mr. CORNYN, Mr. SANTORUM, and
Mr. ALLARD) submitted the following
resolution; which was referred to the
Committee on the Judiciary:

S. REs. 275

Whereas, marriage is a fundamental social
institution that has been tested and re-
affirmed over thousands of years;

Whereas, historically marriage has been
reflected in our law and the law of all juris-
dictions in the United States as the union of
a man and a woman, and the everyday mean-
ing of marriage and the legal meaning of
marriage has always been defined as the
legal union of a man and a woman as hus-
band and wife;

Whereas, families consisting of the legal
union of one man and one woman for the
purpose of bearing and raising children re-
mains the basic unit of our civil society;

Whereas, in Goodridge v. Department of
Public Health, the Supreme Judicial Court of
Massachusetts ruled 4 to 3 that the Constitu-
tion of the State of Massachusetts prohibits
the denial of the issuance of marriage li-
censes to same-sex couples;

Whereas, the power to regulate marriage
lies with the legislature and not with the ju-
diciary and the Constitution of the State
Massachusetts specifically states that the
judiciary ‘‘shall never exercise the legisla-
tive and executive powers, or either of them:
to the end it may be a government of laws
and not of men”’; and

Whereas, in 1996, Congress overwhelmingly
passed, and President Bill Clinton signed,
the Defense of Marriage Act under which
Congress exercised its rights under the ef-
fects clause of section 1 of Article IV of the
United States Constitution: Now, therefore,
be it

Resolved, That it is the Sense of the Sen-
ate—

(1) Congress should take whatever steps
necessary to affirm the fact that marriage in
the United States shall consist only of the
union of one man and one woman;

(2)(A) same-sex marriage is not a right,
fundamental or otherwise, recognized in this
country; and

(B) neither the United States Constitution
nor any Federal law shall be construed to re-
quire that marital status or legal incidents
thereof be conferred upon unmarried couples
or groups; and

(3) the Defense of Marriage Act is a proper
and constitutional exercise of Congress’s
powers under the effects clause of section 1
of Article IV and that no State, territory, or
possession of the United States, or Indian
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tribe, shall be required to give effect to any
public act, record, or judicial proceeding of
any other State, territory, possession, or
tribe respecting a relationship between per-
sons of the same sex that is treated as a mar-
riage under the laws of such State, territory,
possession, or tribe, or a right or claim aris-
ing from such relationship.

————

SENATE RESOLUTION 276—EX-
PRESSING THE SENSE OF THE
SENATE REGARDING FIGHTING
TERROR AND EMBRACING EF-
FORTS TO ACHIEVE ISRAELI-
PALESTINIAN PEACE

Mrs. FEINSTEIN (for herself, Mr.
CHAFEE, Mr. NELSON of Florida, Mr.
LEAHY, and Mr. LAUTENBERG) sub-
mitted the following resolution; which
was referred to the Committee on For-
eign Relations:

S. REs. 276

Whereas ending the violence and terror
that have devastated Israel, the West Bank,
and Gaza since September 2000 is in the vital
interests of the United States, Israel, and
the Palestinians;

Whereas ongoing Israeli-Palestinian con-
flict strengthens extremists and opponents
of peace throughout the region, including
those who seek to undermine efforts by the
United States to stabilize Iraq and those who
want to see conflict spread to other nations
in the region;

Whereas more than 3 years of violence, ter-
ror, and escalating military engagement
have demonstrated that military means
alone will not solve the Israeli-Palestinian
conflict;

Whereas despite mutual mistrust, anger,
and pain, courageous and credible Israelis
and Palestinians have come together in a
private capacity to develop serious model
peace initiatives, like the People’s Voice Ini-
tiative, One Voice, and the Geneva Accord;

Whereas those initiatives, and other simi-
lar private efforts, are founded on the deter-
mination of Israelis and Palestinians to put
an end to decades of confrontation and con-
flict and to live in peaceful coexistence, mu-
tual dignity, and security, based on a just,

lasting, and comprehensive peace and
achieving historic reconciliation;
Whereas those initiatives demonstrate

that both Israelis and Palestinians have a
partner for peace, that both peoples want to
end the current vicious stalemate, and that
both peoples are prepared to make necessary
compromises in order to achieve peace;

Whereas each of the private initiatives ad-
dresses the fundamental requirements of
both peoples, including preservation of the
Jewish, democratic nature of Israel with se-
cure and defensible borders and the creation
of a viable Palestinian state; and

Whereas such peace initiatives dem-
onstrate that there are solutions to the con-
flict and present precious opportunities to
end the violence and restart fruitful peace
negotiations: Now, therefore, be it

Resolved, That the Senate—

(1) applauds the courage and vision of
Israelis and Palestinians who are working
together to conceive pragmatic, serious
plans for achieving peace;

(2) calls on Israeli and Palestinian leaders
to capitalize on the opportunity offered by
these peace initiatives; and

(3) urges the President of the United States
to encourage and embrace all serious efforts
to move away from violent military stale-
mate toward achieving Israeli-Palestinian
peace.
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SENATE RESOLUTION  277—TEN-
DERING THE SINCERE THANKS
OF THE SENATE TO THE STAFFS
OF THE OFFICES OF THE LEGIS-
LATIVE COUNSEL OF THE SEN-
ATE AND THE HOUSE OF REP-
RESENTATIVES FOR THEIR DEDI-
CATION AND SERVICE TO THE
LEGISLATIVE PROCESS

Mr. FRIST (for himself, Mr. GRASS-
LEY, Mr. HATCH, Mr. BREAUX, Mr. BAU-
cUs, and Mr. NICKLES) submitted the
following resolution; which was consid-
ered and agreed to:

S. REs. 277

Whereas the Offices of the Legislative
Counsel of the Senate and the House of Rep-
resentatives have demonstrated great exper-
tise, dedication, professionalism, and integ-
rity in faithfully discharging the duties and
responsibilities of their positions;

Whereas legislative drafting is a lengthy,
arduous, and demanding process requiring a
keen intellect, thorough knowledge, stern
constitution, and remarkable patience;

Whereas the staff of the Senate and House
Offices of the Legislative Counsel, in par-
ticular, Ruth Ann Ernst, John Goetcheus,
Peter Goodloe, Edward G. Grossman, Pierre
Poisson, and James G. Scott, have performed
above and beyond the call of duty in drafting
the Medicare Prescription Drug, Improve-
ment, and Modernization Act of 2003; and

Whereas the Senate and House Offices of
the Legislative Counsel have met the legisla-
tive drafting needs of the Senate and the
House of Representatives with unfailing pro-
fessionalism, exceptional skill, undying dedi-
cation, and, above all, patience and good
humor as the Medicare Prescription Drug,
Improvement, and Modernization Act of 2003
passed through the legislative process: Now,
therefore, be it

Resolved, That the sincere thanks of the
Senate are hereby tendered to the staff of
both the Office of the Legislative Counsel of
the Senate and the Office of the Legislative
Counsel of the House of Representatives for
their outstanding work and dedication to the
United States Congress and the people of the
United States of America.

———

SENATE RESOLUTION 278—EX-
PRESSING THE SENSE OF THE
SENATE REGARDING THE AN-
THRAX AND SMALLPOX VAC-
CINES

Mr. BINGAMAN submitted the fol-
lowing resolution; which was referred
to the Committee on Armed Services:

S. RES. 278

Whereas military personnel are asked to
risk and even sacrifice their lives and the
well-being of their families in defense of the
United States;

Whereas vaccines are an important factor
in ensuring force health protection by pro-
tecting the military personnel of the United
States from both natural health threats and
health threats resulting from biological
weapons in overseas conflicts;

Whereas vaccines offer significant benefits
and protections that must be carefully bal-
anced with the reality that vaccines and
drugs generally carry rare but serious ad-
verse events and life-threatening risks;

Whereas in 2002, the insert label for the an-
thrax vaccine required by the Food and Drug
Administration was revised to include ap-
proximately 40 serious adverse events with
information that ‘‘approximately 6 percent
of the reported events were listed as seri-

ous.”;
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